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Private Eyes 


The Government is going to hold a private inquiry 
into how it controls its own expenditure, Which toes should it tread 
on, and what risks should it beware of? (page 9) 


, Mergers Take Over 


Pompous debate:about the propriety of recent take-over bids is 
obscuring the diverse motives and varying economic significance of 
this latest wave of amalgamation in British business (page 41) 


A Summit for Arabs Congress Knocked Out 

The Arabs can no longer comfortably blame Experts who reckoned that a hostile 

the West for their divisions. It is majority in Congress would render 

time for them to sort out their the President powerless in his last 

own relations (page 10) two years of office are being 
confounded (page 27) 

The Conference Game 

A correspondent suggests a way of relieving The Marvellous Boy 

the tedium of attending international or The rise and decline of Alfred 

business conferences (page 12) Harmsworth, Lord Northcliffe (page 24) 
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The Kellogg organisation has been awarded 
/ the contract for a 28,000 barrel-per-day oil 
7 refinery in Mendoza, Argentina, by Yacimientos 
Petroliferos Fiscales. 
Mechanical and civil engineering services are largely 
the responsibility of Kellogg International Corporation, 
London. Further engineering aid is provided by 
The M..W. Kellogg Company, New York. Procurement of 
equipment is being undertaken mainly by 
Sociéte Kellogg, Paris. Additional procurement of 
materials, as well as the actual erection of the 
refinery, is by Kellogg Pan American Corporation, 
Buenos Aires. 
As a vital and highly active member of a closely integrated 
organisation with extensive-experience-in‘engineering 
and erecting process plants throughout the world, KIC 
welcomes inquiries concerning its‘co-ordinated engineering; 
procurement, and tonstruction service. 


Kellogg International Corporation 


KELLOGG MOUSE - 740 CHANDOS STREET - CAVENDISH SQUARE - LONDON wW.i 
SOCTETE KELLOGG: PARIS 

THE CANADIAN KELLOGG COMPANY LTO TORONTO 

KELLOGG PAN AMERICAN CORPORATION - BUENOS AIRES 

COMPANIMA KELLOGG BRASILEIRA « RIO DE JANETRO 
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... between the tree and the tyre, the many processes 
that transform raw latex into a vital part of 

daily life are accomplished on Shaw machinery. 

Since its infancy, the rubber industry has 

relied on Francis Shaw to fulfil its requirements 

for the complete range of processing plant. 


The Shaw-McNeil “ Bag-o-matic”™ speedily and 
automatically cures all tyres from cycle to giant 
truck sizes. Supplied ready for coupling to supply 
lines...Steam-air or hot*water curing as required. 


FRANCIS SHAW make the machines for the rubber and plastics industries 


FULLY DETAILED LITERATURE ON ALL FRANCIS SHAW EQUIPMENT IS AVAILABLE 


Francis Shaw 


FRANCIS SHAW & COMPANY LIMITED MANCHESTER 11 ENGLAND 
Telegrams: ‘‘ Calender’? Manchester Telephone. East 1415-8 Telex: 66-357 





London Office: 22 Great Smith Street London SW1 ) Télephone: ABBey 3245 Telegrams: Vibrate London Telex: 22250 
Canada: Francis Shaw (Canada) Ltd Grahams Lane Burlington Ontario Tel: Nelson 4-2350 Grams: Calender Burlington Ontario 


OVERSEAS AGENTS +,THROUGHOUT THE WORLD 
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| A NEW SOURCE OF 
COMPRESSED AIR FOR 
INDUSTRY, MINING 
AND CONSTRUCTION 
PROVED ON WORLD 
PROJECTS NOW MADE 
IN BRITAIN 


Developed from advance designs pertected by 
the parent American company, an organisation 
with a century of experience in compressed air 
equipment, the new range of stationary recipro- 
cating compressors by Joy-Sullivan comes to 
Britain with a ready-made reputation for 
RELIABILITY. Compact, durable, power- 
packed Joy-Sullivan compressors already 
have the respect of engineers in many of 

\ the world’s important Industries. 
Avaliable initially in capacities from 400 
~ te 835 cfm, with skid-mounting and in 


\ 
\ 
: oil-free versions, Joy-Sullivan industrial 
Db compressors can now be specified to 
L improve air power supply atreduced oper- 
/ ating and maintenance cost. All interested 
in industriat air power are invited to write 
for publication AD/6 for full information on 
WN.112 compressors or publication Avi? 


for WN.102 semi-portable compressors. 
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JOY-SULLIVAK LIMITED, AIR POWER DIVISION, 7, HARLEY STREET, LONDON W.1 Telephone: LANGHAM 7716 

















BETTER AIR IS OUR BUSINESS TAC kK 


TRAINING SELLS... 


- T6¥8 for Chad Valley Co. Ltd. 
‘DIESEL ENGINES for Perkins of Peterborough. 
FOOD PRODUCTS for Alfred Bird & Sons Ltd. 
STOCKINGS, LINGERIE and OORSETRY for Kayser Bondor. 
PENS for Scripto Pens Ltd. 
ELECTRONIC PRODUCTS for The Solartron Hlectronic Grp. Ltd. 
BEDS for Horatio Myer & Co. Ltd. 
Air Control “sell” better air, and manu- Al TRAVEL for British European Airways. 
facture all the means of achieving it .... CLOCKS and WATCHES for Smiths Clocks and Watches Ltd. 
PAPER TOWELS for Kimberly-Clark Ltd. 
dust collection and control plant, fume 


MEAT and FISH PASTES for C. Shippam Ltd. 
extraction plant, air filters, air conditioning CIVIL ENGINEERING SERVICES for Taylor Woodrow Group. 
cana Over 2,000 Companies use Tack Courses. 
| d 5 7 
plant and fans for land and marine use. Tack Sales Training O aman 
salesmen and sales executives a new 
insight into selling —creating the 
vigour and enthusiasm that bring success. 


AIR CONTROL ee 


INSTALLATIONS LIMITED THE TACK ORGANISATION, 


RUISLIP. MIDDLESEX RUISLIP 4066 Longmoore Street, London, S.W.1. VIG 5001 
LONDON BIRMINGHAM MANCHESTER NEWCASTLE ® World’s Largest Personal Sales Training Organisation. 
GLASGOW 


CANADA SOUTH AFRICA AUSTRALIA’ IRELAND’ INDIA * BELGIUM: ITALY 
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BETTER AIR IS OUR BUSINESS 


Gan you call yourself an 
E-PLUS” EXECUTIVE? 


Question: You nave almost clinched a valuable contract with 
a client. He is about to sign when he sees your quotation and 
falls into a dead faint. 


Should you 

1. Rush out to borrow your secretary’s smelling salts?” 

2. Hurriedly delete an “‘O” from the figure in the contract?  # E-plos stands for Efficiency Plus. You can only call yourself an E-plus 

3. Call up on your intercom the First Aid Team which you  ‘=*stive if you can call up any member of your staff without leaving 
have standing by for such emergenciés? your desk, Otherwise it’s time you called in 


4. Sign the cheque for him while he is still cold? ; 
Answer 3 gains full marks. You have organising ability and . 
an efficient intercom system. If you haven't the latter, get COM Mm U N ICATI oO N SYSTEM gS 


in touch with Communication Systems Ltd immediately.. They j 
are the acknowledged experts in this field and theirquotations LIMITED 
have never been known to cause fainting fits. A member of the Automatic Telephone & Electric group. 
Dept. 521, Norfolk House, Norfolk St., London, W.C.2. Tel: TEM 4508 


Ee errr errr eae | 


























The ancients—and the great 
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18th century craftsmen, too— 

Anew the advantages of layered 
wood, But until recently, plywood 
was suspect because of the 
inadequacy of the glues used. New 
adbesives were developed for 
aircraft manufacture during the 
war, so that today the glue line 


becomes the strongest part of 


the structures. 


Line of Life 


Aero Nasesivh Ltd., now CIBA (AR.L) Ltd,, made the first urea-formaldehyde and resorcinol-formaldehyde 

glues grodined in Great Britain. Acrolite is a most widely used synthetic resin adhesive 
in this country, and is employed for purposes a 
ranging iad construction of heavy 
timber roof members (as in the photo 
of a lattice truss by Rainham Timber 


Engineering Co. Ltd.) to 


miscellaneous repairs in the home. 


Aerolite x Aerodux glues for wood 


Aerolite and Aerodux are registered trade names. 







CIBA (A.R.L.) LIMITED 


Duxford, Cambridge. Telephone: Sawston 2121 
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Your packaging should speak with an 














e individual voice. It should be right "é 
4 both for the market you want to reach — PAPERMAKERS USE 
: and the mood you want to evoke. 2 AND LIKE 
e We at Sanderson have wide experience ‘ 
° of packaging problems. Sanderson ° 
e . 
e Signature Papers have been created 
. ° 
_ for many well-known brand-names, ° 
. Let us print one for you—a paper which is . 
7 
erfectly attuned to your ‘ HLORINE DIOXIDE BLEACHED CHLORINE DIOXIDE BLEACHED 
s. P eniehlenge anata —_ ms eH SOFTWOOD SULPHATE HARDWOOD SULPHATE 
tS. 7 
. . e . - ° o 


Balanced Paper-Grade Pulps 
Created by Papermakers for Papermakers 


SA NDERS QO | \ Throughout the free world, papermakers use and 


like Riegel’s Albacel and Astracel... paper-grade 
Q: At. - L2 pulps that provide the right balance of all im- 
we t aS portant qualities ... brightness, cleanliness, 
strength, formability and proper beating char- 

ARTHUR SANDERSON & SONS LTD., acteristics. 
BERNERS STREET, LONDON, W.1. 






RIEGEL PAPER CORPORATION | New York 16.N.¥. 
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their pléAsant discovery is the habit 6f travelling the world in real comfort. By BOAC, of course. To get 


in Of the sééret, jist bOGK Yourself A BOAC ticket. Step aboard a BOAC jetliner (Comet 4 or jet-prop 
Britannia); Then félax and 6ajoy that ‘“‘pampered” feeling which only BOAC’s #ersonal service cat €iV¥é Voti. 
Whéthé? you Ghéose luxkify travel or low-fare travel, it’s always the finest value money can buy. 
Once you're in the khow, you'll fiy BOAG every time. 


De Luze, First Class, Tourist and Economy Class services. Consult your local BOAC Appointed Travel Agent or any BOAC office, 


ALL OVER THE WORLD B > 0) * A ( TAKES GOOD CARE OF you > 
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— Private Eyes 


N exceedingly interesting white papet on c6ntfol of the public 
pursestrings was issued by the Treasuty last week. Briefly, it 
reveals that the Government has turned down the proposal by 

some MPs last year that an outside committee should inquife into the 

principles and practice which govern Treasury control of goveffiment 
expenditufe, That refusal was to be expécted. What was not so gefierilly 
expected is that an intefnal inquiry, under the general authority of the 

Chancellor of the Exchequer, is how to be set in hand instead. The civil 

servants on it will seek subsidiary advice from people with “appfop- 

riate knowledge” who 4fe not in government service; the recomimeéridat- 
ions emerging from the inquiry will not be published; but the con- 
clusions drawn by the Government after reading them wall be reported 
to Parliament in due course. 

This could be the begifining of some very importaht d&velopifiefits, 
for good or for ill. The decision deserves to be debated. Probably, there 
ate thtee fields that afi inquiry Of this s6ft should explore. First, there 


‘is the question whether amendments ate needed in the mechanism 


whereby the Treasury and the spending departments should jointly strive 
to save candle-ends: whether, for example, there ought to be some cen- 
tral body of cost accountants and technical expetts to check the wide dis- 
parities in the costs incurred by different departments in doing ap- 
parently vety similar things (differences in the costs of efectifig afd 
heating buildings, of providing hostel accofmiodationi, the apparently 
varying incidence of Pafkinson’s Law, afid so forth). If the Government 
is seriously ready to tfead on more toés in thesé mattérs, af internal com- 
mittee of appropriately bloody-minded ¢ivil servatits would probably be 
as good as any other body at suggesting the best mechanistic reforms. If 
the Govetnment is not prepared to tread On toes, then suggestions put 
forward by any outside committee would fot be accepted atiyway. 

Secondly, there is the awkward fact, as last week's white papef fidtes, 
that ’’much of what the Treasury does if exercising fifiafcial Cofitfdl is 
dictated by the feed for complying with the pfactices of Pafliamefit it- 
self”. This is a polite way of saying that the présent system of anfiual 
financial estimates presented to Parliament often helps to swell expefd- 
iture much more than to check it. Unhappily, the white paper specifically 
shunts any inquiry away froth this field by saying that it Would be ’'in- 
appropriate for the Government to ask for recommendations on Paflia- 
mentary practice from a body independent of Parliament’. With this 
statement outside observers should flatly disagtee. Nobody denies that 
Parliament must be sovereign in deciding what recofnmendations should 
be acted upon, but that is very different from giving it a veto over What 
recommendations should be put up. 
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Thirdly, and possibly most dangerously, the white 
paper frankly recognises that the Government's internal 
inquiry is likely-to find itself making a review of the 
"Chancellor's conception of his own responsibilities” 
in personally checking expenditure. One's apprehension 
here is that the majority view of an internal govern- 
ment committee, heartily supported by the Chancellor 
himself, might well be that the Chancellor should be 
allowed to duck out of some of them. There is a grow- 
ing feeling in some parts of Whitehall that the idea 
of the Chancellor as supreme financial watchdog is a 
bit of a farce, because decisions involving major in- 
creases in expenditure are necessarily taken by mini- 
sters collectively, and because departmental ministers 
are bound to know more about the case for particular 
spending plans than a busy Chancellor can ever do, 

But, in any outside committee, there would be at least 
a strong minority group which would draw precisely 
the opposite conclusion from this; they would support 
what. might be called the Thorneycroft conception of 
Treasury responsibility, and seek to make suggestions 






A Summit for Arabs 


The Arabs cannot live for ever on fancied imperialist and Israeli plots. One day they 
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about how it could be made more effective in modern 
conditions, If it is true that political pressures for in- 
creased spending are likely to weigh more heavily now- 
adays upon the traditional constable of the national fi- 
nances, they would say this seems to provide a better ca- 
se for strengthening the powers of the constable than 
for weakening them. If a modern Chancellor is too busy 
with his new job of running the economy to perform 
his old job of watching public expenditure, that is not 
necessarily an argument for letting parts of the old job 
lapse; perhaps, rather, it is an argument for appointing 
a second Treasury minister either junior or equal to the 
first minister whose task would not be to busy himself 


- with economic policy, but to run something broadly 


equivalent to foreign Bureau of the Budget? Surely it is 
a grave contingent disadvantage of a secret internal 
inquiry, drawing up a secret internal report, that de- 
cisions may be steamrollered through without any op- 
portunity being offered for detailed minority views of 
this sort to be published, for informed outside opinion 
to start thinking and talking about? 





will have to face the responsibilities of being independent 


"AST summer it took a revolt in Lebanon, a revo- 

- lution in Iraq and the American and British 
landings to make the Arabs agree on some: 

thing. At the United Nations they jointly introduced a 
resolution reaffirming the principles of non-aggression, 
non-interference and co-operation to which they had 
subscribed twelve years before. But once the immediate 
problems were settled, they fell back into the habit of 
quarrelling. Arab unity, removed farther than ever 
from complete political realisation, no longer even 
means the ability to make common cause. Baghdad and 
‘Cairo are enemies; the border between Damascus and 
Amman has been closed; insults are regularly exchang- 
_ed between Cairo and Tunis and Cairo and Amman; 
Beirut’s transit trade has been strangled by Damascene 
stubbornness. If President Nasser is for a cause then 
General Qasim must be against it; if King-Hussein of- 
fers a peace-making proposal he is said to be in league 
_with Mr Ben-Gurion. Relations between Egypt and 
‘Sudan are delicately balanced over the question, vital 
to both countries, of thé-Nile waters. When all else 
_ fails, President Nasser turns on those Arab rulers who, 
_,in one way or another, are beholden to Britain — the 
~ ‘Trucial Sheikhs, the Sultan of Muscat, the petty rulers 


& 


of south Arabia. The Yemenis are encouraged to keep 
up the trouble on their southern borders — though 
they seem to have troubles enough of their own. 

The Arab leaders are entangled in their own words. 
They do not appear to notice it themselves, but surely 
the Arab peoble are beginning to ask questions. In one 
breath the leaders claim that imperialism is dead and 
that every vestige of it has been destroyed by what. they 
call Arab nationalism; in the next, they blame imperia- 
lism .for all the troubles that beset and divide them to- 
day. By now President Nasser has realised that impe- 
rialists are not necessarily pale people who come in 
ships from the west; but this discovery has only made 
imperialism easier to serve up as a mess of poisoned por- 
ridge. The squabble between Cairo and Baghdad is not 
of imperialist making. It is an Arab fight, picked and 
carried on by Arabs. When the Iraqi army overthrew 
the pro-western monarchy, one of the few good things 
that western politicians could say about the revolution 
was that it ought to heal the breach between Cairo 
and Baghdad; but it did not. , 

Israel presents a more obvious target for Atabs in 
search of enemies. But, if we are to believe what their 
leaders say every day, the Arabs have been no better 
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at resisting Israeli intrigues than at resisting imperia- 
lism. The Israelis have almost always had their way 
against Arabs. They carved their state out of Arab ter- 
ritory, they defended it successfully against a gaggle 
of Arab armies in 1948, they humiliated Egypt's armed 
forces in 1956, and despite Egyptian attempts to keep 
them from using the Suez Canal, they have burst 
through the Arab economic blockade to find trade and 
friends in Africa and Asia. Their prime minister ‘re- 
cently proposed that the four foreign ministers at Ge- 
neva should turn aside from the business of Berlin to 
consider a plan to neutralise the Middle-East. There 
was no hint of what such a move would do to the al- 
ready bruised amour propre of the Arabs; there was no 
pretence of taking them into consideration at all. Any 
proposal by Mr Ben-Gurion could be expected to an- 
noy them; but, by offerimg a sweeping plan to settle 
the Middle East he committed the same error tnat the 
great powers have made in the past with their pacts and 
doctrines. The foreign ministers apparently took no 
note of his suggestion — but the Arabs should con- 
sidet its implications. It means not only that Israel has 
little respect for the Arabs’ ability to do anything for 
therhselves, but also that it has cause to believe that the 
great powers feel the same way. 


So'far, the Arabs have failed all the tests of unity 
offered them. The Arab League has never been effec- 
tive because the Egyptians and their friends tried to 
make it into an exclusive club and left the other Arabs 


pouting in the corridors. The Arabs could not put aside — 


their differences long enough to fight together in the 
1948 war. They have not accepted President Nasser as 
their sole unifier. He tried to bring them unity just by 
talking about it, and he still talks about it as if it exist- 
ed beyond the borders of Egypt; but his insistence that 
his is the only true way to unity has left them divided 
as never before. 


If the rest of the world regards the Arabs as a con- 
tentious and ridiculous lot of. people, it is not the fault 
of the rest of the world. It is not the fault of imperia- 
list plots in the Middle East, of the cold war elsewhere 
in the world, of communist intrigues, or of Israeli en- 
mity. If the Arabs.expect to be treated as adults, they 
will have to accept the responsibilities of adults. 

Westerners newly arrived in the less. sophisticated 
parts of the Arab world often complain that difficult 
language-and rigid social barriers prevent them meet- 
ing many -local people. The rival Arab leaders -have 
manoeuvred themselves into the same kind of isolation 
with regard to each other. They have even created an 
attificial language barrier. If a word means one thing 
in Cairo it is likely to mean something else in Bagh- 
aad. 
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tt 
ERHAPS the only way out of the Arab leadets’ 
difficulties is for them to get’ together and talk ” 
frankly to each other. If they could meet somewhére 
well removed from their own street mobs and propa- 
ganda machines, they might yet discover that they had 
much in common. True, it would not be easy to find a 
meeting place. Cairo would not do, because it would 
look as if the others were paying homage to President 
Nasser. Baghdad would not be acceptable to him, for 
the Iraqis have undertaken to drag him through its 
streets at the end of a rope. Amman would be regard- 
ed as too insignificant and, anyway, it lacks suitable 
accommodation. In their present mood the Saudis are 
probably not anxious to issue invitations to Riyadh. Bei- 
rut’s pretentions to neutrality and ample supply of 
outsize hotel suites would make it the logical choice, if 
it were not for the danger of exposing the meeting to 
the wayward Lebanese press. But if there is no place 
in the Arab world for the Arab leaders to lay their 
heads, then let them assemble somewhere. else. Cyprus 
lies conveniently adjacent to the fringes of the Arab 
world: if a British connection has to be avoided, there 
is Rhodes, or even the Greek mainland. 

It would be well to invite every Arab ruler, whatever 
external connections he may have. The kings of Saudi 
Arabia, Jordan, Libya, Morocco and Yemen; the presi- 
dents of the United Arab Republic, Tunisia and Le- 
banon; the prime ministers of Iraq and Sudan; the 
sheikhs of Kuwait, Bahrain and Qatar; the sheikhs of 
the Trucial Coast; the Sultan of Muscat; even the as- 
sorted amirs, sultans and sharifs,of south Arabia should 
be there. But who would invite them, and who would 
accept? Only one Arab could be considered impartial 
enough to play host, Mr Abd al-Khaliq al-Hassounah, 
the secretary general of the Arab League. For all its 
past ineffectiveness and close connection with the for- 
eign ministry of the United Arab Republic, the league 
secretariat has been carefully steered between the reefs. 
If Mr al-Hassounah could perform the miracle of per- 
suading President Nasser and General Qassim to at- 
tend, he could be sure of a general acceptance; if they 
refused, there would be ao point in having the meet- 
ing. King Hussein's recent suggestion of an Arab "surh- 
mit’ meeting went unheeded because it came from the 
wrong source; none of his fellow rulers could afford to 
admit publicly that he ever had a sound idea, 

Whenever Arabs meet they are in the habit of quar- 
relling violently and then issuing a joint statement 
deploring French action in Algeria and promising that 
the refugees will be returned to Palestine. But the 
world already knows how the Arabs feel about. Algeria 
and Palestine. What they now need to show the world 
is that they can handle their own affairs, and that they 
are act really so foolish as they look. 

es eteemee 
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The Conference Game 


An eminent academic correspondent suggests 

a cure for the ennui of listening to the pompous 
‘irrelevancies of one’s opponents and, still worse, 
of one’s friends—at committee meetings 

and conferences 


N Government, business or academic life modern 
man spends an increasing part of his time in con- 
ferences and committees. This is an afduous 

burden. Sitting in interminable conference sessions 
and endless committees exhausts the mind and harrows 
the soul. There are two ways of dealing with this ever 
growing problem. I dismiss the possibility of revolu- 
tionary action to destroy the conference and committee 
system, for that is beyond the capacities of modern 
man, and we must Jearn to live with it. My first solu- 
tion is to become a detached observer and use the rich 
material that is provided by these occasions as a basis 
for the study of administration, That is to reach for 
the ideal. Tire second solution is not quite so worthy; it 
is to play the Conference Game. This is much better 
fun. 

I did not invent the game. I first came across it 
when I worked as a civil servant during the war. The 
department of which I had charge was mainly staffed 
by academics. Some of these took to bureaucratic life 
as does modern youth to space travel, but others found 
it uncongenial and irksome. Such a one was "X”, 
now an eminent Professor at Oxbridge. He was incap- 
able of carrying out his task according to the rules of 
the bureaucratic game. At the weekly staff meeting he 
contributed nothing to our discussions, and wore the 
air of a lost and remote figure. Then one week I was 
struck by a strange liveliness in his outlook. He 
appeared anxious to contribute to the argument, and 
put in a sentence or two on every conceivable occa- 
‘sion. This went on for two or three weeks, when I 
noticed that at a certain stage his loquacity would stop 
suddenly, as a road hog meeting a red traffic light, and 
he would lapse into his silent and remete mood. The 
following week I noticed that at this moment af change, 
"X” winked to a colleague who winked in return. 

It was about the fifth week that I spotted the secret. 
On this occasion, in the last sentence he spoke before 
lapsing into silence, "XX" used the word ‘hermaphro- 
dite.” It did not altogether fit in with the flow of the 
discussion. When I tackled him afterwards, he ad- 
mitted, without shame, that through over-confidence 
he had played carelessly. He explained, as I had now 





myself realised, that he and his colleague were in 
league to relieve the boredom of the weekly staff meet- 
ing. An hour or so before the meeting they agreed on 
some unusual word; the game was to see which could 
first introduce the word in the proceedings. The con- 
dition of winning was that no one else at the meeting 
should notice what was going on. ’'Hermaphrodite”’ 
had been to much to get away with. 


zx a recent conference I attended on the applica- 

tion of the social sciences to business manage- 
ment and training, the sessions were so boring, frus- 
trating and irritating that I was reminded of the game. 
One evening at dinner I was lamenting the waste of so 
much effort to a charmingly exuberant Italian and a 
sensibly sceptical American and I explained to them 
how ’’X”’ had dealt with a similar situation during the 
war. The Italian immediately saw the essential beauty 
and fascination of the game. He would give me a word, 
and challenge me to introduce it into a speech at the 
final session without anyone but us noticing it. Being 
a novice he first chose easy words, such as duck” 
and “port’’ and I had to show him that such words 
provided no real challenge, and so missed. the essential 
element of distraction and excitement. With further 
thought and more wine the Italian suggested pro- 
gressively more difficult words until he hit on two that 
were worthy of an advanced player—’’Unicorn” or 
“Tropic of Cancer.’ I accepted the challenge of 
Unicorn.” 

The final session of the conference came in the 
afternoon. A rapporteur was to sum up the pro- 
ceedings in forty-five minutes; this meant that in fact 
he spoke for well over an hour and a quarter. When at 
last he finished, the chairman asked, in an appropri- 
ately discouraging tone, whether anyone wanted to 
comment. Too obvious, if I get up now, I thought 
with a sinking sense of loss. But.a Dutchman sprang 
to his feet, said how important. it was that social 
scientists should make themselves understandable and 
useful to business, etc., etc. Here was my chance. On 
this issue I felt deeply and passionately, and I rose to 
say sO: 

Mr Chairman, I had not intended speaking, but, view 
of the comments of the last speaker, I cannot contain 
myself, I disagree with him fundamentally, and-my dis- 
agreement has been reinforced by the discussion and 
argument that I have heard during this conference .as 
chairman of the economics group. If 1 had to chose a 
coat of arms for my group it would be a bull rampant, 
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for as economists we have been tossed on the horns of a 
dilemma. On the one hand, if we deal with problems in 
the theoretical terms with which we are familiar, we are 
accused by business of being remote and impractical; on 
the other hand if we go out as economists into business 
we are tempted to deceive businessmen into thinking 
that we have some magic solution to their. problems, and 
are despised for this by our more honest academic collea- 
gues. Why should we be concerned with our usefulness 
to business? I would much prefer my coat of arms to 
be a unicorn, and to be impaled, if I must, on the single 
horn of truth! For me the true scientific tradition can 
best on this occasion be expressed in French, and exe- 
crable though my accent may be, I will proclaim it: "A 


NOTES OF 






LABOUR AND THE BOMB — 


Saving Nuclear Face 


When a Labour politician knows he may be hanged by union 
delegates in a fortnight, it concentrates his mind wonderfully. 
It would be easy to make fun, as Lord Hailsham instantly 
demonstrated, of the way in which the notion of a non-nuclear 
club, cold-shouldered by the Labour Party when Lord Simon 
of Wythenshawe advocated it in the House of Lords six 
months ago, became the bright new policy of the party's 

ational Executive and the TUC’s General Council last week. 
But what is far more to the point is to notice the care with 
which Mr Gaitskell, in responding in double quick time to the 
demand in his party for a new statement once its noisiness 
had become apparent to him, has safeguarded the prerogatives 
of the office of Prime Minister to which he aspires 


There are three firm promises in the course of the party's 
long statement, which will need treating by somebody from 
the Daily Mirror if they are to seem significant to the elec- 
torate. A Labour Government would lay a new stage-by-stage 
plan for complete all-round disarmament and abolition of 
‘nuclear weapons before the United Nations. If anyone broke 
the nuclear test truce a Labour Britain would not follow suit 
but would call an international conference to try to renéw it. 
Britain would cease the manufacture of nuclear weapons and 
deprive herself of their possession if she could persuade all 
other nations except the United States and Russia to sign an 
agreement, preferably under the auspices of the United Na- 
tions, saying that they would do the same. 


These all try to get other countries to do generally desirable 
things which it is singularly unlikely that they will do. They 
can be lampooned as meaningless doubletalk; they cannot 
fairly be condemned as dangerous commitments. Mr. Gaitskell 
may have managed to make himself look a bit absurd; but 
he has also — and this is the important thing — remained 
personally and dauntlessly free to carry on the main theme of 
defence policy in which he believes, which is loyalty to the 
Nato alliance, 
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bas la utilité, vive la verité.” 

I sat down to great applause, especially from the Italian 
and the American. I had won, I had said what I want- 
ed to say, and yet got in the word "Unicorn,” without 
anyone, exept-my two friends privy to the game, notic- 
ing. 
| hope, have convinced you what a fascinating game 
this is, and how. it can be played to relieve the boredom 
of conference and committee life. Do try to play, and 
if there is enough support we might form a Unicorn 
Club to codify the rules of the game and adjudicate 
disputes. 





STRIKES 


The Opposition’s Chill 


In his fighting speech to the striking printing workers at 
an Albert Hall meeting last. week Mr Willis declared that 
he had not expected the employers “to be so’ tough”. He 
opined that the reason for their unexpected stand was that 
employers in other industries had encouraged them not 
to set off a new spiral of wage inflation by giving way; 
if employers in. outside industry had decided. to lift the 
printing dispute to a national issue, he said, they must 
take the responsibility if it became one. By these words 
Mr Willis has managed to strike something of a chill into 
the hearts: of both the Opposition and the Government — 
for very different reasons. 

The Labour party. is terrified because the last thing it 
wants is for strikes to become a national issue at this time; 
there is nothing that -would lose it more votes. It was 
presumably for this reason that the Trades Union Congress, 
of which Mr Willis is this year’s chairman, unexpectedly 
temporised last week by not yet issuing a conventional 
statement of support for the: printing workers; officially,: 
therefore, it has so far done even less for Mr Willis than 
it did for Mr Cousins last year. The.Labour party leaders 
cannot be at all pleased at the unfavourable publicity given 
to the printers’ picketing methods in Kent last- week, nor 
at the unions’ threats to spread the strike against official 
printing of government papers and their vaguer hints that 
the national daily press, too, may. eventually be stopped. 
(These last hints are designed mainly to.try to steamroller 
the Daily Mirror into accepting the unions’ terms for its 
strikebound weekly subsidiaries). Meanwhile Labour’s poli- 
tical cup is being made bitterer still by a. new twist in the 
troubled motor industry, for which orthodox trade 
unionism cannot fairly be blamed; the communist leaders 
of the Electrical Trades Union are seeking to strengthen 
their show of. militancy, in this period of their campaigning 

















































































































































































































































































































































































































































a 


“4 ; " S OF m . 


for re-election to office, by bringing to a head some 
peculiarly nasty pieces of closed shop victimisation which 
the other unions wish to avoid. And the Merseyside boiler- 
makers, who are also a law unto themselves, came back 
from their latest demarcation strike last week, only to 
walk out on another one a few hours later. 


The Government’s Apprehension 


Politically, the Government is not at all averse to strikes 
becoming a national issue. But, economically,. it certainly 
does not want the settlement at the end of the | printing 
dispute to become a national standard for this year’s wages 
round. Obviously, -the printers are going to get some ‘wage 
rise and some reduction in hours in‘their new wage con- 
tract; the employers offered them’ this before the strike 


began. As the-printers traditionally make -wage contracts 


for three years at a time, any rise ‘they get this year should 
logically be about three times as much as unions that make 
annual wage claims can expect to get. But the Confedera- 


tion of Shipbuilding and Engineering Unions, which is now: 


formulating its annual ‘clain for higher wages and shorter 
-hours, is likely to slur this point when its own negotiations 
come to their crunch; and the shadow of the approaching 
independent ‘review of railway wages must be very much 
in the Ministry of: Labour’s mind. It is no doubt partly 
for these reasons that the Ministry has not this time. reacted 
tothe printing dispute by setting up a court of - inquiry; 
with the old familiar tacit orders ‘to: jostle the employers 
into a little more show of surrender. For this forbearance, 
the Government was indignantly accused by Mr Willis last 
week of abandoning its tradition of impartiality; it was, 
he said with magnificent Irishism, “interfering by doing 
nothing”. 

Meanwhile. The Economist, as a stricken bystander of 
this dispute, with no animus of its own against either side, 
and only the desire to serve its readers by coming out as 
best it may, appears for the third week running in a third 
different sort of -dress. Once again we apologise to every- 
body, advertisers and all, for imperfections in this. emer- 
gency product. 


AIR CORPORATIONS 


Could Do Better... 


Both of Britain’s nationalised ‘air corporatioris have received 
a sharp dressing down from the Select Committee. on Na- 
tionalised Industries, which spent the twelve months to last 
March looking into their working’ methods, and has come 
out this week with the report “Could do better (in the case 
of BOAC, much better) if they tried.’’ This committee has 
felt hampered in past investigations by the lack of a yardstick 
by which to measure the efficiency of nationalised industries; 
this time it certainly had plenty of opportunities for comparing 
the: performance of the British corporations with foreign air- 
lines, and has seized them with both hands. Even these com- 
parisons are not particularly severe, for by ordinary commer- 
cial standards most of the world’s airlines show up none too 
well; they are, as the select committee recognises, intentionally 
or unwittingly the instruments of national prestige. However, 
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the comparisons did permit the committee to press witnesses 
from both corporations a good deal harder on purely technical 
grounds than they — otherwise ‘have — it possible 
to. do. 

This was .particularly true of BEA. The etiniseation put 
forward several plausible reasons why its aircraft utilisation, 
the amount of work done by its staff amd its’ general level 
of ‘costs all compared more or less unfavourably with those 
of other airlines. But the. committee refused to accept these 
arguments where they ran counter to the evidence of the 
figures and. ‘retorted that from ‘the evidence of BEA them- 
selves there. was room for improvement. This was nothing 
like as great, however, as the room for improvement it 
discerned in the affairs of BOAC. Whereas the committee 
seemed to feel that BEA needed merely an occasional ginger- 
ing-up to prevent complacency, it reserved its heavy artillery 
for BOAC, 

BOAC comes under heavy fire on two counts, both of 
which have been common knowledge. for several years; its 


.excessively high maintenance costs and the continued heavy 


losses made by its large network of subsidiary companies. The 
committee has ferreted out from an unwilling corporation just 


-how large those losses have grown, for example £100,000 


this year on Bahamas Airways, £900,000 on Middle East Air- 
ways, £150,000 on Kuwait Airways; and perhaps £700,000 on 
British West Indian Airways, It has elicited figures showing 
that maintenance costs account for more than one quarter 
of the corporation’s direct operating costs and are twice as 
high as those of Pan-American. It has also wrung from BOAC 
the admission that for some yeats now the corporation has 
not been setting aside ‘enough for aircraft depreciation so 
that when the figures are eventually properly adjusted, its 


financial out-turn in past years: will look worse than they 
seemed at the time. 


The Airlines and the Minister 


This is no sudden calamity that has hit BOAC but a slow 
cancer of which the management has been aware for several 


‘years without, apparently, ever having been able to screw 


itself to -the point of facing the drastic surgery required’ to 
cure it. What the Select Committee finds difficult to. forgive, 
as may feaders of its report, is the fact that its management 
has known that the corporation’s engineering costs were grow- 
ing further and further out of line with those of other air- 
lines for the past. seven years, since 1952; yet it does not 
expect to have completed the re-organisation of the engineering 
shops before mid—1960 at the ealiest. The labour negotiating 
machinery that was wished on the corporation may be slow 
and cumbersome, but the committee appears to feel with 
some feason that a more vigorous management could have 
got it to work rather faster than this. 

Implicit in the pages of the report is the feeling that BOAC’s 
management is too easily subject to pressure, whether it comes 
from the trade unions at the bottom, or from the Minister at 
the top. ‘The committee has once again, with a nationalised 
industry, its finger on a form of pressure that it takes an 
exceptionally strong management to resist, namely informal, 
non-statutory interference by a Minister who can, according 
to the committee “when he wishes prove very persuasive.” 
Airlines, including the independents, may be surprised to find 
how little statutory authority the Minister in fact possesses for 
the variety of controls that he exercises over British operators. 
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The committee lists seven functions, including’ capital expen- TRISH REPUBLIC 


- ditvirey fares, and charter activities, aver which the Minister 
“has! fo authority from Parliament to exercise any authority 
‘at all,- but which the airlines all accord him as a-matter- of 
custam. The committee does not necessasily: object,-to the 
Minister's’ control in these matters of high .policy:, what :it 
_ Wants in these ‘nationalised industries, as in others, is.a clear- 
cut division of responsibility between the management and the 
minister, To. exert these controls by clear directive, which 
would certainly be preferable, the minister,:would. need .to 
seek from Parliament considerably ‘greater powers than he 
has ever yet been = to justify. . 


” efi ne Shiite 


The Ghana government published last week the report of 
’ the three-man commission, headed by ‘Mr Justice Granville 
Sharpe, that has been investigating whether there was a 
conspiracy to assassinate the prime minister, and whether 
two opposition MPs, Mr Amponsah and Mr Apaloo, to- 
gether with Captain Awaitey, were involved in it. In brief, 
the commission unanimously found that the two MPs were 
engaged in a conspiracy to carry out “an unlawful act” at 
some future date. But while two members found that the 
MPs intended to persist in this, in association with the cap- 
tain, the chairman argued that they had not conspired with 
- the captain, and did not intend to assassinate Dr Nkrumah 
when he left for India in December. 


The government has accepted the unanimous report; but 
in a white paper, also published last week, it goes further. 
and frames a general indictment against: the opposition as 
a whole. While saying that it intends to-maintain a demo- 
cratic constitution in Ghana, it alleges that since the op- 
position has always sought to overthrow it by unconsti- 

- tional meahs,.it must:now ‘bring’ in fresh laws. to ‘protect 
the state. Under the laws of sedition and ‘treason inherited 
from the colonial government, it cari neither ‘prefer crimi- 
nal.charges successfully against persons who act | ke Messrs 

. Apaloo and Amponsah, nor detain them on suspicion in 
prison;.nor’can it proceed against, for example, Dr Busia, 
‘the opposition: leader, for making allegedly untrue state- 
ments abroad. 


; The laws it now intends to introduce to remedy these de- 
‘fidieneies should pretty well complete the machinery of 
céntrol, It is all very well for it to declare that it must 
have these powers when the opposition fails to behave with 
the law-abiding propriety and decorum of British oppo- 
sitions; but’ rieither does the government of the ruling 
Convention People’s party behave with the restraint of a 
British party in power — as is demonstrated by the legis- 
lation that has been passed since independence to ensure 
“the government’s control. Possibly it was inevitable that 
Ghana would end up with ‘an authoritarian government. 
‘But it cannot at the same time complain if the opposition 
sometimes toys with dangerous ideas; this is the usual se- 
“quence; ets in Africa, South. America, #f even in 


_ te do so, 


Mr Lemass’s Inheritance’ 


Our Dublin Correspondent writés: In his last campaign 
Mr de Valera secured what Dublin has since defined as 2 
PR-ic victory. He won the presidential election; but by 
a natrow. majority of, 34,000 in the referendum the voters 


rejected -his advice to change the republic’s constitution. 
“They. have decided’ ‘to retain the present method of Pro- 


Representation instead. Even in the presiden- 
tial ¢lection Mr MacEoin did much better than most people 
expected, by getting 44 per cent of just under a million 
votes. Ic was not a heavy poll, but its pattern was 


“interesting. It was a matter of Dublin against the rest of 


the country. In the city constituencies Mr MacEoin secured 
a narrow majority, offset by Mr de Valera’s lead elsewhere. 
-All the Dublin city and county constituencies voted heavily 
to retain PR; elsewwhere there was a majority for 
abolition, 


And so almost everybody is pleased. Mr de Valera. is 
presumably gratified by his election. The voters are 
congratulating themselves. on the maturity of judgment 
shown by voting for him and against his proposals to 
abolish PR. To judge by her letters to the Irish newspapers, 


-‘Miss Enid Lakeman is very pleased indeed. The decision 


in the referendum reflects both the temperamental con- 
servatism of the Irish electorate and their readines to 
show a government, even one to which they gave a large 
majority only two years ago, that it must not push ad- 
vantages too far. On balance it does seem that the voters 
made the right decision. 


It will now be possible to get back to a consideration 
of economic affairs. Nothing has been more typical of 
Mr. de Valera’s political career than the manner in which 
he ended it: politics have been centred for the last nine 
months on a purely constitutional issue at the expense of 
more urgent affairs. His successor as head of the govern- 
ment, Mr Lemass, may be relied on to restore the balance. 
He is possibly the one person who is not pleased. The 
Dublin voting may be a portent, and all recent elections 
have been decided in the Dublin constituencies. 

Mr Lemass has, however, an apparently safe parlia- 
mentary majority, and he need not.call the next general 
election until 1962. He has time to give a new look to 
his party. The last couple of years have witnessed a sur- 
prisingly general reconsideration of policies that had 
previously been held sacrosanct ever since Mr de Valera 
first came into office in 1932. The change at the top may 


accelerate the process. Mr Lemass has been principally 
interested in increasing industrial production. In many 
respects, this has been thoroughly unfortunate: Ireland 
would be a more thriving country if half as much energy 
had been devoted to the improvement of agriculture. But 
the new Taoiseach is known to be interested in the new 
international trade groupings that are energing, and this 
may involve a reshaping of policies in many directions. 
Any party that evolves a programme suited to con- 
temporary needs will deserve to do well in 1962, or.earlier. 
It remains to be seen if Mr Lemass can persuade his party 
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16 NOTES OF THE WEEK. 


FRANCE AND ITALY 


Gaul in Italy 


General de Gaulle’s visit to Italy, his first trip abroad as 
president of the Fifth Republic, was a colourful as well as a 
crowded affair. It began with a-sentimental journey to the 
‘ battlefields of northern Italy, where, a hundred years ago 
French and Italian forces fought the Austrians. Ic ended 
"with a visit to the Vatican, where.the general was received 
with great magnificence. Whether the lengthy private talks 
between the French visitors and their Italian hosts were as 
satisfactory to General de Gaulle as the public occasions 
presumably were, is a matter for speculation. 
The statement issued at the end of the visit is not illum- 


inating. Its most concrete point is a suggestion that the Brie , 


tish, French, Italian and American (but, curiously enough, 
not apparently the West German) foreign ministers should 
meet in Geneva before the east-west conference resumes on 
July 13th. ‘This is evidently an attempt to give a more for- 
mal air to consultations of the kind Signor Pella held with 
his western colleagues informally, over the lunch table, be- 
fore the Geneva conference originally began. General 
de Gaulle may well be disappointed that this is the only 
specific outcome of a visit which he himself took the initia- 
tive in transforming from a purely commemorative visit to 
the 1859 battlefields to a full-scale state affair. But alt- 
hough Italy’s links with France are in many ways close, 
_and are likely to remain so, it is hardly surprising if he 
‘failed to get much Italian support for his efforts to exalt 
France’s standing in Europe and in the Atlantic alliance. 
The present Italian government, which recently agreed to 
the installation of rocket-launching sites on its territory, is 
a strong supporter of Nato and of close cooperation with 
the Americans; it, too, would like to have a bigger’ say in 
western policymaking; but having put its money on Nato, 
it is hardly likely to feel that the best way to secure this is 
.to support General de Gaulle’s aspirations — especially 
when he is at the same time whittling away France’s effec- 
tive contribution to the Nato alliance. Similarly, Ttaly’s 
desire to remain on géod terms with the Arab countries 
presumably prevents it from openly supporting present 
French policies in Algeria. General de Gaulle was received 
with great cordiality in Italy; but the cordiality evidently 
did not-extend to jeopardising what are considered to be 
Italy’s best interests. 


BOOK EXPORTS 


Looking at a Gift Horse 


Dr’ Charles Hill has received wide acclaim for his five- 


point scheme to publish about two. million cheap British 


paperback books for distribution in poorer countries, and 
to try to push the readership and sales of British books and 
periodicals in these and other difficult markets overseas on 
aid-plus-trade terms. As The Economist itself might, in 
some circumstances, hope to benefit under one part of the 
scheme, it may seem ungrateful to carp, But a hidden sub- 
sidy to us would be as two-edged a weapon as a hidden 
subsidy to anybody else; and it would be dishonest not to 
point to the disadvantages, 
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Dr Hill will have to watch the effects of his riegotiations 
on countries which do not yet restrict the use of foreign 
exchange for: imports of British’ books ‘and periodicals; “if 
they see their more restrictive neighbours getting books-on 
favoured: terms, they may decide that book imports are ‘a 
profitable thing for them to ban when next they’ run ‘into 
a currency crisis. Dr Hill showed how large was the purely 
commercial export market for British books; it would ‘be 
a pity if his scheme made this any smaller, even while 


‘maintaining or expanding the volume of books’ shipped. 


The political- fact had better be faced that: many -poor 
countries will bless Russia’s cheap book scheme ;for forcing 


-western countries to these - socialist expedients, Such 


criticisms cannot be levelled against “the proposed ex- 
pansion of libraries, book vans and ‘book boxes — though 
they, like the British Council’s English courses, are gifts to 
the country in question. They are also beguilingly easy to 
mismanage. 

Dr Hill showed himself alive to the delicacy of the 
question of what titles would be selected for subsidisation 
in any of the forms proposed (this will extend to periodicals 
too). It is to be feared that even his proposed advisory 
body will save him from streams of parliamentary questions; 


“Dr Hill’s book-list” is bound to be criticised by everybody 
who is excluded from it. It is hard to believe that ministers 
will be able to defend themselves on the grounds that 
these are the books the customer really wants. The ‘back- 
stairs lobbying — perhaps especially on technical ‘books 
— may be great. Wartime experience with the book scheme 
may not prove a good guide. THe extra £500,000 a year, 
which Dr Hill. proposes to spend from 1960 on, would 
be a small price to pay for any scheme that played a suc- 
cessful part in spreading British thought and British ideas 
among the poorer countries of Asia and Africa.. But may 
not the Government be setting foot on a much more 
slippery slope than it realises? 


UNITED‘ ARAB REPUBLIC 


Beginning From the Bottom 


Now that Middle Easterners have a choice of revolutionary 
regimes, President Nasser is on his mettle to keep the dust 
from settling. Next week he begins a second attempt to 
graft at least some of the appurtenances of democracy on 
to his government. He first experimented a couple of years 
ago with the creation of a National Assembly, and a 
rather woolly non-party popular front organisation, ‘the 
National Union. But all this never amounted to much, and 
it came to an abrupt end when Egypt and Syria joined 
forces in March 1958. 

This time he is beginning from the bottom upwards. On 
July 8th, both regions of the United Arab Republic are to 
elect members for the local committees of the National 
Union, These committees will then elect councils for’ the 
33 provinces of the UAR, which in turn will elect a general 
congress. Then, if all goes well, the President will himself 
select from the general congress a new National Assembly 
in time for a first sitting in November. 

An entirely nominated assembly with only advisory 
powers will hardly set the Nile on fire. Under the 1958" 
constitution at least half the new assembly is to be-drawn 


tig, 4 from members of the dissolved Egyptian and Syrian par-, 
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The more you 
the more you like Ballantine’s 


“THE SUPERB SCOTCH 


Did you know, for example ?... 


that in homes like this, Ballantine’s was first 
drunk over a century ago. The knowledge and 
reciation of really good Scotch has been handed 
wn with the family escutcheon —the same 
famous names appear in the order books of to-day. 


that sparklir streams bubbling. down the 
heather-clad 1s are used in the making of 
Ballantine’s. Their crystal-clear waters impart 
their own unique to the flavour of this 
tune Scotch, 


that Ballantine’s.s one of the best liked Scotches 
in the world. In the “ 'nited States, Sweden, France 
and many other countries, it is a top seller. The 
world over, when friends mect together, they 
natusally prefes the superb Scotch. 





YOU ARE A NUMBER 


Number off from the right. That’s you. To be 

added up and divided, to be subtracted and 
multiplied. Ledger clerks tot you up on blotters, 
smart-Alec crooks cook you in their books. Think 


of you as a number ... double you... take you 
away as you were first thought of. And there 
you are, a little bewildered —but single or 
engaged, a number. An Edinburgh telephone number— 
to be dialled (yes, dialled) from Bristol in just 
5 seconds flat. That’s by GRACE (Group Routing 
and Charging Equipment), a robot step forward 
by the General Post Office. G.E.C. helped design, 
develop and deliver GRACE to Bristol ... helped 
convert you from a ‘‘ Number please” into a 
new-fangled number to be dialled direct, By 1970, 
when GRACE has grown up a little, you’ll be dialled 
on three-quarters of all trunk calls in Britain... 
that’s the way things are.shaping at the G.E.C. these days. 
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liaments, and it will be easy enough for the president to 
exclude the more tiresomely outspoken. But the last Egyp- 
tian essay at democracy, in which the assembly members 
were elected by general vote from a carefully sieved group 
of applicants, showed that even after screening several of 
the parliamentarians were prepared on occasion to speak 
their minds — although, admittedly, some of their fiercest 
criticism of the executive was inspired from above. 

Possibly the most useful part of the new scheme will be 
the spider’s web of local and provincial committees, espe- 
cially since President Nasser has unexpectedly ruled that 
the lists of candidates for the local elections are to go 
forward as they are without any official screening, The 
various councils look like having rather vague functions, 
and they will certainly have only slight powers; their 
importance will be as links between the central government 
in Cairo and the villages. ; 


ARGENTINA 


» President Under Pressure 


Having finessed his way through a critical upheaval, Pre- 
sident Frondizi is still in control but with even narrower 
support than before. His reliance on military backing for 
‘pushing through the economic reforms that Argentina so 
urgently needs, but so stubbornly fights against, had put 
him in the horribly exposed position of depending on 
the loyalty of the armed forces, many of whose leaders 
were from the start suspicious and resentful of a left-wing 
civilian. Last week an eruption of arrests and resignations 
within the armed services looked like developing into open 
revolt against the president. He has survived — or at least 
won a respite — but only by dint of throwing out his old 
economics team and bringing into the cabinet, as minister 
of economics and labour, the right-wing leader, Sefior 
Alvaro Alsogaray. 


Elected: just over a year ago with an overwhelming 
majority, the president is now pressed from all sides. 
Among his most formidable opponents are the group of 


retired officers, led by the vice-president of the revolu-- 


tionary junta, Admiral Rojas, who accuse him harshly of 
still being tarred by the Peronist brush. In May, he was 
forced to get rid of Sefior Rogelio Frigerio, his close per- 
sonal adviser, who had been given damaging credit for the 
bargain that brought the Peronistas over to Dr Frondizi’s 
side at the election. And a couple of weeks ago, General 
Perén dosed an inflammatory situation with yet more fuel 
by publishing an alleged electoral agreement promising his 
party a return to political life in return for its vote. 





Whatever the pre-elction: manipulations, President Fron- 
dizi now gets no comfort from the Peronistas. His attempts 
to make sense out of the economic mess he inherited have 
alienated the workers and trade unions, who now discredit 
him as a traitor to left-wing causes. The evils of Perén’s 
regime live on, and industrial workers who have come to 
expect good living, and as much or as little work as they 
feel like, deeply resent a rocketing cost of a Every 
SSO SS Sens he 
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BRITISH CARIBBEAN ‘ASSOCIATION 
Bipartisanship on Race 


MPs of all three parties who founded the British Caribbean 
Association last year to strengthen relations with the new 
West Indies Federation deserve warm congratulations on 
their agreement to co-sponsor a modified version of Mr 
Fenner Brockway’s private member’s bill against racial 
discrimination, which failed to win a high enough place 
on the ballot this session. When the Home Secretary re- 
cently he promised to look sympathetically at any draft 
measure which commanded wide support. Undoubtedly the 
bill’s chances will be greatly increased, especially if the 
Tories win the election, by its attraction of Conservative: 
sponsors. 

Race. relations in Britain should never be a party issue 
either in the sense of: being exploited on election platforms 
or in the sense of becoming by default a subject of interest 
to only one political party. But they are very much a politi- 
cal issue in the complimentary sense that the special skills 
acquired by political experience are indispensable in plan- 
ning effective action. With all possible respect to those 
Labour and Liberal members who have an excellent record 
in working for the good of coloured people who are seldom 
their own constituents, the most encouraging feature of the 
British Caribbean Association is the number of Conserva- 
tive backbenchers: who are taking an interest in its work. 

Terribly late in the day, and perhaps as the result of 
several years’ prodding by the Bow Group, some Tories 
have realised the folly of allowing the impression to go 
abroad that only Mr: Fenner Brockway and his devoted 
group of fellow workers on the left are willing to take up 
coloured people’s causes. It is not intended as any reflec- 
tion at all on Mr Brockway, who is a living refutation of 
the foolish notion that a backbencher’s life need be a 
useless one, to say frankly that, because he is type-cast as 
a leftwing Socialist, a Conservative government tends to 
bristle instinctively at the approach of another “Fenner 
Brockway case”. While there is a Conservative government 
some of these cases would undoubtedly gain by being hand- 
led through the Conservative Party’s channels. 

The emergence of Mr Nigel Fisher’ as the hard-working 
co-chairman of the British Caribbean Association (with Mr 
Charles Royle, for the Labour members) is a big step in the 
right direction. But it is to be hoped that Mr Butler will 
be more forthcoming wich suggestions from within his own 
party than his colleague the Minister of Education, who 
has given a dusty answer to Mr Fisher’s plea for special 
instruction in the schools about race relations. Mr Fisher 
is on the right track. Mr Lloyd should think again. 


CHINA 


Hard School of Life 


Man cannot live by statistics alone, This year, the Pe- 
king government has been finding that out the hard way. 
Its official figures have recorded sensational harvests that 
have supposedly almost doubled the country’s food supp- 
lies; but its official instructions to local communist author- 


ities have been full of advice on how to mitigate severe and 
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widespread food shortages, or at least, failing anything 
better, how to explain them away. 

Ironically, only last year the leaders in Peking ordered 
many thousands of intellectuals from the universities and 
other centres of urban disaffection to enrol in the hard 
school of real life, by going to help the peasants work the 
land or to provide building labour on construction sites 
in the remote and rugged interior. Some reversal of this 
policy has now been reported; students and professors 
alike are trickling back. to their lecture rooms, and cour- 
ses in the liberal arts, which had been virtually abolished, 
seem to be reviving. Perhaps the government thinks the 
intellectuals have been sufficiently humbled; perhaps some 
of them were less help than hindrance on the land; per- 
haps it has been realised that China actually: needs to 
keep graduates flowing from its. universities. 

The recent drying. up of this flow has been vividly 
described by an Indian visitor, Sripati Chandrasekhar, the 
director of the Indian Institute for Population Studies, in 
articles in The Reporter and elsewhere. The head ‘of Wu- 
han university proudly told his guest that there were now 
3,700 students, nearly four times the ‘pre-revolution figure, 
and added, equally. proudly, that they were manning se- 
veral farms, an ironworks, and scores of small industrial 
enterprises, In Shanghai, at the former St. John’s univer- 
sity, the buildings seemed almost deserted. The puzzled vis- 
itor slowly induced a deputy director to reveal that, out 
of the 4,600 students enrolled, 2,000 were away work- 
ing on farms, 2,000 were working full time in factories 
and coming to the university only once a eek, 200 were 
melting down steel scrap and 200 were assigned to the 
militia on the Fukien »front«. 


SOVIET UNION 
Shorter Week 


For the six million Soviet engineering workers, it is now 
announced, October will mark the beginning of a shift to 
a shorter working week. A 42 hour week — six working 
days of seven hours — is soon to be the rule; the change- 
over is to be completed next year. The engineers will thus 
follow the one million coal miners, who have been the first 
beneficiaries of the drive to reduce hours of labour which 
was the most tantalising promise uttered. at this year's 
party congress. The plan is ambitious. It provides that by 
the end of 1960 all Soviet workers and civil servants 
shoyld work 42 hours a week, that two years later the 40 
hour week should be universal, and that by 1964 the switch 
to 35 hours should begin. If things go according to schedule 
this will be completed by 1966—68, when underground 
workers should have an even shorter week. 

To-day, the official average is six working days of 7.5 
hours. Assuming that the authorities keep their pledge, the 
reduction in labour hours will offset more than half of 
the expected 21 per cent increase in the total labour force 
in the current seven year plan (1959—1965). Thus the 
bulk of the planned rise in output — 80 per cent in seven 
years —is to be reached through increased productivity. 
Hence the importance of the conference concerned with 
automation and other problems of management or techno- 
logy which was opened in Moscow on Wednesday under 
the auspices ¢* the party’s eentral committee. The task is 





THE ECONOMIST JULY 4, 1959 


the more urgent since Mr Khrushchev has now confirmed 
that the Russians are trying to fulfil their plan ahead of 
schedule, in six or possibly five years. 


GRIEVANCES OF THE INDIVIDUAL 


A British Ombudsman? 


Both the Prime Minister and Mr Gaitskell have been 
edging very warily round the suggestion—put forward 
by the Conservative MP for Carlisle in the Commons 
recently—that Britain should assist the individual against 
the state by adopting the Scandinavian institution of a 
Parliamentary Grievance Man (Ombudsman). Under- 
standably Mr Macmillan expressed doubts whether it would 
be “altogether appropriate to our constitutional practice.” 
But what is that practice? Mr Reginald Paget expounded 
it accurately when he enquired whether it was not “the 
traditional function of the Member of Parliament to bring 
forward the grievances of the individual against the Crown 
and to secure a remedy before supply is granted.” And 
has Mr. Paget ever heard of one instance of supply being 
‘refused in modern times because'a remedy had not beeh 


‘secured? The British constitution has proved flexible 


enough to remove the reality of this. sanctionwhy should 
it not be flexible enough to accommodate an alternative 
safeguard? 


Support for a British Ombudsman has been slowly 
building up since Professor Hurwitz, the first Danish 
holder of the office which was created four years ago in 
imitation of what the Swedes first practised in 1809, gave 
a lecture in London last autumn under the auspices of 
Lord Shawcross. If the Danish model were followed, a 
Parliamentary Commissioner would be elected by the 
House of Commons. Like the. Comptroller General’ he 
would be independent of the Government and would have 
access to official persons and papers. His job would be to 
investigate citizens’ grievances against public authorities, 
including the nationalised industries, and also himself to 
initiate such investigations when he noticed instances of 
arbitrary or unreasonable decisions or mistaken procedure. 
His reports would be made publicly to Parliament — per- 
haps in the first instance to a Seléct Committee. Up to a 
point it can be argued that it is an MP’s own job to 
follow up cases where people feel that they have not been 
treated squarely. But an MP cannot see internal govern- 
ment memoranda; and, since he has to deal with a political 
minister, he cannot discover which civil servant is respons- 
ible for the decision he is questioning or whether he has 
followed reasonable procedures. 


It is the extent to which such information could 
properly be included in the Ombudsman’s public report 
that creates a genuine constitutional difficulty, Orhers that 
are mentioned, such as intrusion into the proper sphere of 
the judiciary, are by comparison artificial—the courts are 
not investigatory agencies. The question is suitable, as 
Mr Gaitskell suggests, for an all-party committee, provided 
all its members are not professional sceptics or i 


- admirers of  preser 5 constivational practice. 








WRT 


— A 


THE COMPRESSED AIR BUSINESS 


a 
AN 


Mr. K. ALLAN BeELFraGe is Managing Director of Atlas Copco A.B., 
Stockholm—a company that.has already expanded to become the world’s 
largest organisation dealing exclusively with compressed air equipment. 


With factories, distribution and service centres in 90 countries, Mr. 
BE LFRAGE naturally enlists the powerful aid of international advertising. 
And he uses TIME, The Weekly Newsmagazine—not only to get business 
for his organisation’s world-wide branches, but also to unify them into 
a corporate whole. 


TIME, The Weekly Newsmagazine, New Bond Street, London W.1 
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SIXTY EIGHT 


Here's news for the man who really cares about motoring! A superb new Riley 
with the long, low, elegant lines of a new era in body design. Spacious, 
luxurious, With instant surging power from the sports.tuned twin carburetter 
14 litre engine. Effortless. high cruising speeds—yet running costs that 
are remarkably low. There’s finger-tip gear control through the-short, stubby 
floor mounted gear shift. And suspension, steering, brakes—all are designed 
and built to the traditional standard of Riley perfection. 
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COMMUNIST PSYCHE 


_ Lunatic Fringe 


The causes of lunacy have been eradicated in the Soviet 
Union. So professor Zhdanov, deputy minister of health, 
has claimed in a talk on Moscow radio. Mental disorders 
are frequent in capitalist countries, he explained because 
of the “oppression of man by man, unemployment and 
anxiety about the future,” but no such stresses can exist 
under a communist government. Although he admitted that 


much wogk remains to be done in this field, especially in 
the prevention and treatment of schizophrenia, he now 
regards lunacy, like alcoholism, as a sinister and tiresome 
relic of the ancien régime. 

* Professor Zhdanov did not explain who uses the services 
ef the “psychiatrist:on duty,” so prominently advertised 
in the Moscow classified directory: there are presumably 
other potential patients apart from western journalists. Nor 
did he touch on what type of strains produce nervous dis- 
orders under a communist system. Since this question 
impinges on politics, Soviet psychiatrists maintain a respect- 
full silence on the subject. The. underlying presumption 
scems to be that it is as shameful for a party man to go 
crazy as it would be inadmissible for a member of some 
rcligious orders to seck the advice of a psychoanalyst. Not 
everyone, however, can command the same amount of 
phlegm as the Russian lady, who, after her escape to 
America, could remark in her autobiography:: “As the 
NKVD broke into my room at four o’clock in the morning, 
I thought it was only a routine check.” 

There are,-indeed, a number of indications even in the 
current slang of the communist countries, as to which way 
true madness lies. One Hungarian word can be translated 
as “bell-fright” — that unpleasant feeling Hungariin citi- 
zens get when their door bell suddenly rings in the early 
hours: of the: morning. People who suffer from this com- 
plaint can purchase a tranquilliser now on sale at chemists 
in Budapest. The Czech communist party has its “radishes” 
— red outside and white inside — a neat popular symbol 
for a schizophrenic mind. There are, of course, two ways 
of ‘dealing with the mental disorders produced under a 
communist system: the government has its jails; the vopu- 
lace, its sense of humour. 


TRANSPORT 


£34 Million Worse 


About £ 55 million of the £ 89 million deficit that the 
British Transport Commission showed on its operations du- 
ring 1958 had been deliberately allowed for in advance, in 
the plan for temporary deficit financing that the commis- 
sion put forward and the Government accepted in 1956. 
The remaining £ 34 million, the commission reported last 
week, was mainly the result of recession in Britain’s heavy 
industries as reflected in their demands for freight; but the 
loss of London passenger traffic during and after the bus 
strike had some part in it too. Railway receipts fell about 
£ 30 million, and costs were cut back by less than £ 10 
million; this increased British Railways’ working deficit to 
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£ 48 million, and interest and other central charges rose to 
£ 42 million. On its activities outside Britain Railways the 
commission’s working surpluses barely covered the interest 
payable, leaving just over £ 1 million. The commission has 
therefore transferred the deficit of £ 90 million on railway 
operations to the “special account” against which such de- 
ficits are allowed 'to be charged under the Transport (Rail- 
way Finances) Act of 1957. 

Recovery in steel —.though not yet in coal — will pre- 
sumably be helping freight traffic somewhat this year; but 
beyond the cffects of a temporary and mild recission, the 
commission has to compete with the growing attractions of 
private transport both for freight and for passengers. There 
has been little slackening in the growth of the “C” licensed 
fleet in which manufacturers send their own goods, and the 
passenger car population has continued to rise rapidly; the 
capacity of freight vchicles owned by public carriers, on 
rail or road, has changed little, while passenger carrying 
capacity in railway carriages and buses remains stable, It is 
against this growing public taste for going in its own ve- 
hicles that the commission’s massive investment — £ 148 
million in 1958 — will eventually have to prove its worth. 


The Economist 


July 2, 1859 


Mr Disraeli is chiefly remarkable for the unusual combina- 
tion which his mind presents of individual tenacity of 
purpose, with a flexibility and pliancy of intellect rarely 
found in men of so much audacity and strength. There never 
was a statesman of eminence who, when he entered on 
public life, was so- strangely in need of, the lessons of 
experience. There never was one who was so apt a learner. 
There never was one who was more resolute to-turn that 
ready faculty to the best account. From the day of his 
maiden ‘speech, now more than twenty-one years ago, when 
he appealed in vain to the House of Commons-for a cheer, 
and sat down with the warning, “I am not at all surprised 
at the reception I have experienced. I have begun: several 
times several things, and I have often succeeded at last. 


I will sit down now, but the time will come when you will 
listen to me,” up to’the day when, amid the breathless 
attention of the House, he delivered his gallant, eloquent, 
and adroit defence of the late Government, Mr Disraeli. has 
never quailed beneath the difficulties of his arduous career, 
and never failed in that self-possession, which knows how to 
turn every error, every false step into the-materials of a 


future success. Beginning without rank, without connection, 
without wealth,—-with every difficulty in his path which the 
prejudices of race could conjure up,—without entering into 
the convictions or understanding the political traditions either 
of the party he was to defend or of the party he was to 
assail_—wholly destitute of the kind of practical sagacity 
which most easily inspires Englishmen with confidence,— 
with an ill-regulated literary ambition and a false melo- 
dramatic taste that were well calculated to increase tenfold 
the existing prejudices against him, it is difficult to conceive 
a greater ‘marvel than the brilliant success which Mr Disraeli 
has achieved, singlehanded, in a sphere of: life usually 
thought singularly exclusive and inaccessible to unassisted 
adventurers. 































































































































































































































































BOOKS 


The Marvellous Boy 


Northcliffe. 


By R. Pound and G. Harmsworth. 

Cassell. 949 pages. 42s. 

All good journalism has the same purpose: 
to satisfy readers’ curiosity, tO answer the 
questions in their minds. This is as true of 
The Times, which Northcliffe bought when 
he was 43, as of Answers itself, which he 
founded when he was 23. The real herd of 
this big untidy book is not Northcliffe the 


press potentate, increasingly islanded in his 


own illusions; it is Alfred Harmsworth the 
journalist, quick himself with the curiosity of 
the young people of his own swift times and 
bent on getting and giving the answers. The 
crown of his achievernent was the Daily Mail, 
which he started in 1896 when he was only 
31; and its prime aim. was precisely to stimu- 
late, and to gratify, the curiosity of the many 
who now could read. 


None of this, perhaps, went very deep. The 
trap of the popular press, which this great 
journalist helped to invent, is always to make 
the trivial important and the important trivial. 
But mass information, shallow or less so, was 
the diet in both Answers and the Daily Mail; 
not merely mass entertainment, which was kept 
in those days for Comic Cuts amd Cdips. And 
Northcliffe’s famous daily notes on the gaps 
in what his papers were telling their readers 
—the running comments which have been too 
much itaitated by poorer journalists—were as 
mich to the point on The Times as on the 
others. 


The trouble about this book, which resembles 
néthing so.much as a huge unfinished build- 
ing site, full of fascinating holes and corners, 
is that it does not try to pick out and put 
together the right questions and answers about 
Northcliffe. What he lacked, what many 
good journalists have lacked, was the powet 
to think. That is, he observed keenly, and felt 
deeply and warmly, but did not reason conse- 
cutively; he reached thé conclusions of thought, 
it was said of him kindly, without going 
through the process. Shrewd as a monkey 
every morning, he ‘was the easiest prey to self- 
déteption over fonger periods and deeper 
questions. In his ragingest tearingest, weigh- 
tiest -campaigns, whether over the German 
ménacé or the British shell shortage, he never 
knew how to start or when to stop. He had 
nothing to keep him together as a consistent 
petson—or even, in his later years, as a 
tolerable person—except his professional touch 
and his impulsive affection( beyond everything 
for his mdther). 


The truth is that the years Of vanity and 
valetudinarianism when he was @ public figure, 
walking near but never in the seats of the 
mighty, are in retrospect very sad and not 
really very im t, Alfred Harmsworth was 
a prodigy—of a journalist. Worth perhaps 
£100,000 in his mid-twenties and earning 
£80,000 a year before he was 35, he was 
nevertheless in no sense a financial prodigy. 
He never could count. By the test of money 


he could have as many bad ideas as Pg ones. 
The point is that he had ideas, was, in 


his trade and aalling, the innovator who 
brought it off. Little that is good in the 
popular press and the newspaper industry now- 
adays was not of his beginning; little that is 
bad would he own. And the folie de grandeur 
which he had, and many toadies had for him, 
‘was not part of the impulsive prodigy; it was 


a melancholy falling-away from the “marvellous 
boy,” who soared to his best some score of 
years before, only 57, he died so pitifully. 


The Other Churchills Eden 


The Rise and Fall of Sir Anthony 
Eden 

By Randolph S. Churchill. 

MacGibbon and Kee. 327 pages. ~ 25s. 

Just as Mr Randolph Churchill can shout 
louder than anyone else latking a powerful 
voice, so he coins more pungent and quotable 
phrases than any other writer without a 
developed literary style. He is at his best in 
this long-awaited biography of Sir Anthony 
Eden in the waspish footnote and the welcome 
but rare bursts of Churchillian rhetoric. 

It must be a handicap to a biographer to 
regard his subject as a bore. In the perfunctory 
chapters on Sir Anthony's early career, which 
are padded out with long quotations from Sir 
Timothy Eden, Sir Alan Herbert, Earl Winter: 
ton, Lord Snowden and anybody else who 
comes to hand, Mr Churchill makes his lack 
of interest abundantly clear. He only really 
hits his stride when he reaches the thirties 
and, abandoning any serious prétence of 
chronicling Edén’s life, launches into his own 
vatiations on the theme of: “the puilty men.” 
Onte a page Eden's name is dtageed in as the 
final éntry on the author's personal dishonours 
list of appeasérs which is repeated in a periodic 
litany of malediction. 

Having pointed the contemporary moral of 
his cautionary tale, Mr Churchill hustles 
through the years of war and Labour Govern- 
ment to reach the meat of his book, the cele- 
brated chapters on Suez that have already been 
serialised in the press, Ingenious and plausible 
though his version is, much of it, as he him- 
self acknowledges in a postscript, only tends 
to confitm Mr Paul Johnson’s account in The 
Swex War, brought out as early as January 
1957 by the same publisher (who is presum- 
ably responsible for both authors making the 
sate mistake over the Christian name of Mr 
Henry Byroade). But Mr Johnson had an 
advantage over Mr Churchill—he was not 
——- under the memoty of having been 
one of the tight wing Tory writers and orators 
who bullied poor Sir Anthony, who had 
developed a persecution complex about his 
bad press, into trying to show himself to be 
aman, Mr Churchill is commendably honest 
with the reader in admitting himself to have 
been completely wrong at the time in beating 
the drums for the Suez expedition. But he 
has not thought out the implications of recan- 
tation in interpreting the pre-Suez years. 

This ee eee Mr Churchill's 

rf. 


larger failure as a . In the circum- 
sisace it io wodersaodable thet be aboold not 


~ ae oo. 
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have had access to Sir Anthony's private 
papers. But as compensation one might have 
expected from an author who had grown up 
in a privileged social circle in which Eden's 
personality and attributes were matters of 
everyday observation and comment some special 
insight which would help resolve the riddies 
of his character and fate. How was it that a 
man so futile as Mr Churchill makes Sir 
Anthony out to be in his early years blossomed 
into the decisive War Minister of 194D and 
the outstanding diplomat of the second Chur 
chill Ministry whom the author unstintingly 
praises and then collapsed so ignominiously as 
Premier? Although he quotes generously from 
his own accurate prognostications gn print, Mr 
Churchill edges diffidently around this centtal 
biographical question as if he had always 
been an outsider. 

The truth is that reticence is the thost 
noticeable feature of Mr Randolph Churchill's 
book. There are two unidentified villains 
implicit in the piece: Sir Winston Churchill 
and Mr Harold Macmillan. Who was it but 
Sir Winston who, regarding Eden's resignation 
in 1938 as entirely purging him of his 
responsibility for appeasement, began wishing 
him on to the British people as his successor 
as early as 1942? Who was it but Mr Mac- 
millan who was personally responsible for the 
two cardinal errors which Mr Churchill identi- 
fies in the political execution of the Suez 
expedition—the misjudgment of likély Amer- 
ican reaction and the failute to notice until the 
last moment’ that the currency reserves were 
too shaky for so risky an undertaking? 

Twenty five yéars ago Mr Churchill wrdte 
(in an article which he reprints as' a sample of 
his contemporary foresight): 

“I would be the last person to wish 
to see a man so Astute, resolute, tough and 
formidable as Mr Baldwin replaced by 
anyone of the hundred of mote mediocre 
young meh who are in the House of 
Commons today.” 

One trembles to think what ah elderly Mr 
Churchill will be writing, @ quarter century 
hence, about Mr Harold Macmillan. 


Revolutionary Failure 


China’s Barly Industrialisation 

By Albert Feuerwerker. 

Harvard University Press. 

London: Oxford University Pres}. 

348 pages. 52s. 

Recent studies of the role of Westerners in 
the economic development of China have called 
attention to our ignorance, except in broadest 
outline, of how China's internal economy was 
affected by the foreign impact. Mr Feuer- 
werker's book illuminates some of these dark 
places. He has examined the efforts made by 
the Chinese themselves to introduce modern 
inductries duting the later years of the Em- 
pire, and he has explained why thesé efforts 
met with such limited success. He has ap- 
proached the problem by considering, in 
elaborate detail, the career of ohe of the men 
who took a prominent part in this attempt at 
modéfnisation—Sheng Hsuan-huai, the hench- 
man atid associate of the great provincial 
governor, Li Hung-chang. His case-study 
reveals how the enterprises were initiated, 
capitalised and managed, the extent t0 which 
they were accommodated to the traditional 
social and political organisation, and why, to 
the last, they remained peripheral to Chinese 
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‘teal government, then chiefly concerned with 
resisting chahge and propping up its failing 
authority, nor from the merchants, who in the 
main were merely the agents of the con- 
servative bureaucracy, but rather from a vety 
few enlightened provincial governors whose 
power waxed as the grip of Peking was 
loosened, These reformers took the lead in 
inducing merchants, compradores and gentty 
to put up capital, often supplemented by funds 
borrowed from official sources, for the esta- 
hlishment of modern enterprises. Nominally 
the management of these concerns rested with 
merchant directors; but the provincial governors 
retained the right of appointing and dismissing 
the managers, and the enterprists were all 
subject to official supervision. Hence the 
designation of this system of organisation as 
“official supervision—terchant management”. 
The prototype was the China Merchants’ Steam 
Navigation Company, which was intended to 
reduce the dominance of foreign shipping in 
Chinese waters. It was followed by concerns 
in banking, communications, textile manu- 
facture and several other fields. 

Why did this initiative fail to set going an 
industrial revolution in China? Why did the 
achievements of these new concerns compare 
so unfavourably with those of Western and 
Japanese enterprises in the concessions? Mr 
Feuerwerker's answer is that China's rigid 
institutions stultified the energies of the inno- 
vators. The central government tended to 
regard a Suctessful firm as a soutce of relief 
for its tfeasury rather than as an enterprise 
to be fostered in the intefést of further eco- 
nomic development. So risk capital was very 
scarce. The profits that escaped the financial 
exactions of the povérnment were seldom 
ploughed back into the business but were 
mostly invested in teal estate. Even the men 
whd took the lead in promoting the new 
undertakings remained at heart offitials, con- 
cerned primatily with their dwn ‘status and 
with their obligations to their families. As 
the author emphasises, economic progtess was 
& concept alien to Chinese traditions, and the 
preRevolutionary institutions. were incom- 
patible with the needs of a modern economy. 
Throughout the book, Mr Feuerwerker points 
the Contrast between the Chinese and the 
Japanest response to “the challenge of eco- 
nomic moddérhisation”, and he has made a 
valuable contribution to our knowledge of this 
significant petiod of Far Eastern economic 
held Tt i$ a pity that at timés he allows 
himself td write in the 7 style of the 
socidlogists, a style not to be tolerated among 
histOrians. Here is a specimen: “The pre- 
eminence of the kindship orientation in tradi- 
tional Chinese sociéty exercised a formidable 
brake on Sheng’s full participation in the 
behaviour patterns which we have stated to be 
chatacteristic Of the entrepreneur” 


Oppostte Types 


Thrills and Regressions 

By Michae! Balint. 

The Hogarth Press and the Institute of Psytho- 
analysis, 148 pages. 18s. 

This is a period piece in some ways, an in- 
tuitive literary Study béased on the consulting 
room, but wandering far afield. It starts in 
the fairground and the pleasures of breaking 
china there, and goes on to elaborate another 
ingenious classification of human personalities 
which may stand comparison with Jung's ex- 
travert ond introvert. Dr Balint also has two 
—the ochnophil and the philobat. The ochno- 
phil is the clinging, dependent sort of person 
who has to share his troubles, who is happy 
ealy in familiar sustoundings, who collects 
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matétial objects, and cannot bear to part with 
his treasures. One does still méet grown-ups 
who keep their childhood toys in a drawer, or 
sleep with a long-loved teddy bear beside them 
on the pillow, The philobat, on the other 
hand, needs room for manoeuvre. “Don't 
fence me in” is his cry, and he is happiest 
sailitg a small boat across the Atlantic, or 
exploring an untrodden wilderness, with no 
commitments, and only himself to depend 
upon. He has acqyaintances rather than 
friends, and his matefial possessions are only 
those necessary to the exercise of his skills. 


Most people, of course, are a mixture of 
both these types, as Dr Balint himself points 
out, but he has added two recognisable char- 
actets tO the storehouse from which play- 
wrights and novelists can draw, and what he 
has tO say is Often illuminating, if sometimes 
a little perverse. So long as the kind of 
writing is not taken to be scientific, and is 
not condemned on that account, it has much to 
offer to the reader who -is interested ia his 
fellowmen and likes to buttonhole them. 


Parish Pump 


Small Town Politics 

By A. H. Birch. 

Oxford University Prest. 199 pages. 25s. 
This is One Of the best Of the local political 
studies so fat made in Britain. Although the 
project was a collective one, under the sponsdr- 
ship of Manchester University’s Department of 
Government, the result has gained enormously 
from the dedision to let one man write it, 
because Mr Birch is an excellent writer. There 
are Ottasional signs that there Were times 
when the research team Felt some doubts of 


its choice of Glossop as a typical small ‘town 
in which t6 study, thé operation of politics 
“on the ground.” There is mote thah one 
crisp and illuminating generalisation which is 
followed by the admission that theré is little 
to support it in Glossop. But this difficulty 
would probably have béen encountered, in one 
form Of andthef, in whatever towh thé team 
had picked on, ahd we shall only really begin 
to have an idea about what, if anything, really 
happens when the central party organisations 
tug at the string after we have got a whole 
series Of studies like this. 


Glossop is a cotton town of 18,000 people, 
which lies in an isolated dale in North West 
Derbyshire. Mr Birch’s short but valuable 
historical chapter makes one rather striking 
social observation: Glossopians owe practically 
all the institutions in which they can take some 
civic pride to the energy and. openhandedness 
of the rival families of gentlemen millownets 
who dominatéd thé life of the town until the 
nineteen twenties. Now that they have de- 
parted and their mills are branches of large 
firms who send in professional managers from 
the outside and periodically switch them, no 


natural political leaders of comparable calibre 
have emerged. 


Glossop’s political activities, which cannot 
be said to make much of a splash in the life 
of the town, reveal some ———. oddities. 
Although i modetn times the High Peak 
division, of which Glossop forms part, has 
always been a Conservative seat it is not, on 
the figures, a safe one (Mr Molson, the present 
member, lacks an absolute majority) and 


Glossop, as the only part of thé itu 
bene the erties aro ealy balanesd, would 


a 


seen to be the key to retaining it. Yet Con- 
Servative organisation in the town is still 
almost completely demoralised as the result 
of the shift of the divisional headquarters from 
Glossop to Buxton as fat back as 1934. 

shopkeepers and small businessmen who run 
the Cohsetvative association in Glossop seldom 
attend the meetings of the divisional executive 
committee in Buxton, partly because the 
journey is awkward and the necessity for it 
resented, but mainly because they feel ill at 
ease With the county types whom they meet 
there. All three party organisations are more 
social than political, but the most socially 
suctessful are the Liberals—they have the 
gayest club and. the most thriving women's 
organisation: Both women’s and youth or 
ganisations in the Tory parti have collapsed— 
the women's association dwindling to six 
metnbers over a fight about the charge for tea 
and cakes at whist drives. The local Labour 
party is divided between the older borough 
councillors who work closely with their 
Conservative and Liberal colleagues and are 
opposed to strict party voting fn local affairs 
and @ more militant group associated with the 
trades council. It will interest Transport 
Howse to learn that its standard plan for 


basing constituency ies on watd Organisa- 
tions is not followed and that in Glossop. the 
trades council, which is explicitly forbidden by 
its rules to take up general political questions, 


eee ane habitually does 


Mr Birch’s team tried to discover, on the 
basis of interviewing a random sample, what 
——— voters thought about political issues. 
They not think very much about most of 
them. There were sonie peculiatities: eleven 
per cent of Conservative voters wanted to 
nationalise both the land and the press; and 
seventyoné per cent of the Labour party's 
voters were agaifist raising the tomer on 
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The Maghrib 


A Sarvey of North West Africa 
Edited by Nevil Barbour. 
Oxford University Press (for Royal Institute of 
International Affairs). 417 pages. 35s 
A godd sutvey of the Arabo-Berber lands of 
north-western Africa has long been needed in 
English; and this wise, well-written and well- 
produced book ably meets the need. Now that 
most Of the Maghrib has emerged from the 
anonymity of the colonial epoch, and the old 
Parbaty states have come alive again in 
sinfularly different form, it was in any case 
time fot English scholarship to recogfise the 
jchange. Mer Barbour’s symposium—sensibly 
put together as a singlehanded work—is a 
good béginning. 

He and his colleagues relate the story of 
each of these countries and fragments of 
countries “from: the earliest times” down to 


“195 Kiam of all, they survey the Western 
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Maghrib: Morecco (French, Spanisis, and the 
newly independent kingdom) together with 
Tangier, Ceuta, and Melilla; Spanish West 
Africa and the Spanish Sahara; Algeria and 
the newly formed French-governed Organisa- 
tion’ Commune des Régions Sahariennes; and 
Mauritania, ‘Thereafter Mr Barbour offers the 
same rapid but effective survey of the Eastern 
Maghrib—Tunis and Libya—stopping at the 
frontiers of Egypt and the Sudan. .,. These parts 
cover much’ unfamiliar and forgotten ground 
that ought to be known and remembered now; 
but the reason why they make so useful a 
‘whole is because their writers have a respect 
and love of Arabic culture, and a sense (rare 
in England) of the human dignity and civilis- 
ing power’that have long Jain hidden in the 
Maghrib: behind the sorry dust and dreary 
silence of colonial appearance. ; 

For many years British interest in “the Arab 
world” has meant interest in little more than 
the -politics of dynastic rivalry in Arabia or 
‘the economics of oil extraction, Both ‘may 
have their great importance; neither, by any 
stretch of careful research, .could possibly. be 
made to- touch the springs of thought and 
action from-which the Arab world—the whole 
Arab world—has drawn, and draws today, its 
sense of community and its determination on 
a new destiny, ‘The drive for independence 
and for unity in many of these countries— 
among many of these peoples of Arabic culture 
—has therefore seemed, often enough, to come 
out of a void; and a’ whole host of ad hoc 
explanations—Nasserism, Bourghibism, Com- 
munism even—have been dragged in to explain 
what can be explained, in truth, only by the 
unique fact of Arabic culture. 

This is one reason why a rebirth of British 
interest in that other “Arab world” - which 
descends from Cordoba and Granada, from 
Tlemcen, Fez, and Tunis—the world of El 
Bekri and Ibn Khaldun and of all their kind 
—is much overdue. Mr Barbour obviously 
agrees. He is careful to insist on the sense 
of continuity that links the peoples of the 
Maghrib today with, their illustrious ‘and 
sovereign predessors. How provocative of 
thought, for example, is the parallel drawn 
between two rebels of the Aurés mountains of 
Algeria, separated by nearly two thousand 
years. Given this perspective in depth, it will 
come as no surprise that Mr Barbour and his 
colleagues see the war in Algeria as much 
more than one more colonial’ upheaval. and 

“a sevolution affecting every branch of 
life.” 
* Jt would be ungenerous to quibble at what 
may appear as minor -blemishes on this 
admirable work. ‘To one reader, at least, the 
description of the Organisation Commune des 


WORKING DAYS 


The number of working 
days lost through indus- 
trial disputes in 1958— 
3% million—has only been 
exceeded in one other 
year (1955), since the war. 
The transport and com- 
munications industry, in 
which over 2 million days 
were lost, was disrupted 
most, ‘followed by coal- 
mining. and shipbuilding. 
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Régions Sahariennes seems to overlook some 
of the longrange political and economic aims 
that caused France thus to deepen the breach 
between these regions and Algeria proper to 
the northward. One would also like to have 
seen more weight given to the interacting 
influences that have long operated both ways 
betWeen the Maghrib and the Western Sudan. 
But these, of course, afé partly matters of 
interpretation and opinion. 

In welcoming Mr Barbour’s book one hopes 
that it may also serve, beyond its immediate 
purpose, as a stimulus to more detailed studies 
of the same culture region. Above all, one 
hopes that it may help to remind Arabic 
scholars and publishers in this country of the 
great want of good modern translations and 
commentaries of many Arabic classics. Perhaps 
one may even begin to look foreward to the 
day when the generous Penguin Books will 
Jay upon the shelf, along with Thucydides and 
Xenophon and Caesar, a quota from the 
writers of the Maghrib. 


Knots to Nuremberg 


Eclipse of the German Navy 


By Thaddeus V. Tuleja. 

Dent. 284 pages. 2is. 

In this short book Commander Tuleja (an 
American naval reserve officer and teacher of 
history) .surveys the life and death of the 
principal German .surface warships of the 
second world war. His interest is, so he says, 
in the men who manned and fought them, and 
he did not set out to write “a detailed history 
of German naval operations”; and one must 
judge the book according to the object which 
the author had in mind, The trouble is that 
something like a hotchpotch has resulted, start- 
ing with somewhat puerile prefatory defini- 
tions (do readers of such a book need to be 
told that a knot is a speed?) and ending with 
a discussion of the Nuremberg trials and 
sentences. In between we have something 
about Jutland, which seems a little outside the 
brief the author set himself, quite a lot-about 
U.A7’s penetration into Scapa Flow and the 
sinking of the Royal Oak, a detailed account 
of the cruise of the disguised raider Pinguin, 
and a rehash of. well-known stories like the 
River Plate -battle, the chase and sinking -of 
the Bismarck, and the last sortie of the Scharn- 
horst. These latter sometimes -contain judg- 
ments that will, to say the least, surprise 
British readers. Thus was the loss of the 22 
year old Hood really “one of England's most 
humiliating naval defeats’ 2 
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Commander Tuleja uses dialogue extensively, 
and as almost all of it must be derived from, 
second-hand sources—if it is not imaginary— 
his book falls between the stools of journalism 
and historical narrative. Perhaps he wished to 
make it vivid and readable to the pupils ‘of 
the schoo] where he teaches; but should not 
the young be taught from books where authen- 
ticity is a keynote? Lastly the author almost 
completely omits the long struggle against the 
U-boats, and the many defeats they suffered 
in the Atlantic Battle. Observing that, at any 
rate, after Dénitz became Commander-in-Chief 
in January 1943, it was on them that Germany 
pinned its hopes, one may feel that either his 
title is rather inappropriate or that he leaves 
an important part of the task he set himself 
unfulfilled. 


Poor Blacks 


Freedom from Fear 


By O. A. Sherrard. 

The Bodley Head. 200 pages. 18s. 

The abolitionist moventent really started when 
Granville Sharp, walking down Mincing Lane, 
met an escaped slave who had been so badly 
beaten by his master that he was almost 
blinded. For years os felt uncom- 
fortable about an institution so generally ac- 
cepted for so long, but they needed influential 
leaders of the stamp of Sharp, Clarkson, 
Wilberforce and Palmerston (whose name is 
not mentioned in this book) before this crime 
against humanity could be abolished and sup- 
pressed. If true slavery is now a thing of the 
past, it is by no means forgotten. The colour 
bar is its contemporary reflection, and the 
number of books on the subject in recent years, 
many of which are ignored by Mr Sherrard, 
belies his suggestion that “Englishmen have 
largely forgotten their own good deed”. ‘The 
African today finds in. this ancient wrong 
useful emotional ammunition: against. the 
European and the American, though curiously 
enough not against the Arab, who has a far 
longer record of slavery. : 

Although it has perfunctory chapters on 
slavery in the ancient world and in America, 
this book is mainly concerned with the story 
of the abolition of the British trade, not of 
emancipation generally, nor of the suppression 
of the illegal trade, which was a longer and a 
far more difficult business. Even if the book 
does not add much to the story, it may serve 
to keep alive what Lecky called one of the 
“three or four perfectiy virtuous pages come 
prised in the history of nations”. 


PERCENTAGE SMOKING 
KS 44N Bl voven 


The results of a sample 
survey, published by the 
Tobacco Manufacturers’ 
Standing Committee, 
show that the proportion 
of men over 16 who 
smoke fell from 74 per 
cent in 1956 to 72 per cent 
in 1958. Among cigarette 
smokers, men smoke an 
average of 130 per week, 
and women 79. 


Source—Statistics of Smoking, 
‘2nd Edition. 





THE ECONOMIST JULY 4, 1959 


AMERICAN SURVEY faxcicth ine mye 


ondon. Those items which are writ- 
ten in the United States carry an in- 
dication to that effect; all others are 
the work of the editorial staff in 
London. 





Congress 
Knocked Out 


WASHINGTON, DC 


Mr Lyndon Johnson, the leader of the Democrats in the 
Senate, will be forgiven if he murmurs the sad question of 
the’ boxer being disentangled from the ropes: “He never 
touchéd me. Where am 1?” An extraordinary change has 
come over the American political scene in the last few 
weeks, It has confounded the arithmetic of the experts who 
were saying last January, almost to a man, that the ban on 
a third term, plus a Democratic majority of nearly two- 
thirds of Congress, equalled a powerless President, Mr 
Eisenhower has bithely ignored those who told him that he 
would lose all influence in his last two years of office be- 
cause. the 22nd Amendment forbade him to succeed him- 
self, even if he wanted to. He still has such power that 
in the one field where he has chosen to exercise it — his 
demand for a balanced Budget, and his agtack on “spend- 
thrifts” — he has forced the Democrats to capitulate almost 
unconditionally. And the remarkable thing is that it took 
only one tap on the nose, in the shape of the President's 
veto of a minor Bill, to persuade them to throw in the 
towel. 

The most telling compromise involves federal aid to 
housing, Last year the Eighty-fifth Congress failed to pro- 
duce a housing Bill; thus the generous measures which 
passed the Senate and the House of Representatives, in 
slightly different forms, earlier this year were regarded by 
most Democrats as the touchstone of the Eightyesixth’s 
liberalism, Now Congress has agreed to whittle down the 
amount of money provided for slum clearance — the most 


important item — to £900 million from the £ 1.5 billion 
which might have been spent under either of the original 
versions by the middle of 1961. It has also accepted the 
Senate's low figure for the number of publicly-financed 
houses to be built instead of coming down half way be- 
tween that and the House’s higher total, as might have been 
expected. 

. It is true that in both items Congress is still rather more 
generous than Mr Eisenhower, But many liberals believe 
that Senator Johnson had the weapons, if he wanted to 
use them, to get a much better measure past the President's 
veto. One part of the Bill, without which the house-build- 
ing industry can hardly operate, extends the Federal Hous- 
ing Administration’s ability to insure mortgages; the Pre- 


sident might have hesitated to throw out the bathtub 
containing this highly necessary baby. The Senate also 
handed over tamely, in a separate Bill, a concession involve 
ing interest rates which it might have used for bargaining 
purposes. 

This is not all. The federal grants which Congress had 
earlier approved for the construction of airports have now 
been dutifully cut down to meet the President's specifica- 
tions. The Bill, to assist depressed areas, having passed the 
Senate, is generally agreed to be about to die in the House. 
A measure sponsored by liberals in the House, which would 
have brought’ federal funds to the aid of the schools on a 
substantial scale for the first time, was last seen breathing 


faintly in that morgue of reformers’ hopes, the foyer of the 
Rules Committee room. Between them these four Bills, now 
dead, dying or mutilated, were the chief test of what the 
current session could do against the President. A more 
modest school Bill may yet be passed. But the other issues 
on which Congress may still produce useful legislation ~— 
civil rights, foreign aid and labour reform are.the main 
three —~ cut across party lines; none of them offers any- 
thing like a direct confrontation between the President and 
the Democratic opposition. 


It is typical of Senator Johnson's cavalier style of leaders 
ship that he did not consult his colleagues in the party 
before ordering this retreat. The changes in the housing 
Bill were accomplished when two southern Democrats 
amenable to Mr Johnson — Senator Sparkman and Senator 
Fulbright — voted with the Republicans on the conference 
committee against the liberal Democrats from the North. 
Mr Johnson -has some logic on his side. It has been clear 
that it would be virtually impossible for the Democrats to 
over-ride the President's veto, if he chose to use ig, ever 
since they failed two’ months ago to gather enough votes 
to do so in the case of a minor Bill on rural electrification. 
But the angry and disappointed liberals say that Mr John 
son might at least have challenged a veto — and perhaps 
found, in the case of the housing Bill, that is was ree forth- 
coming — before he undertook to come to terms with the 
President. Their frustrated desire to get to grips with the 
Administration was not satisfied by his help in rejecting Mr 
Lewis Strauss as Secretary of Commerce; they think that 
this looked suspiciously like a sop to the liberal Cerberus 
while Mr Johnson sneaked past bearing gifts to the conser- 
vatives in Hades. 

Mr Johnson is not the only Texan getting angry glances 
from his colleagues in the North, Mr Rayburn, the Speaker 
of the House of Representatives, is under fire for ac- 
quieseing too readily in Senator Johnson’s change of stra- 
tegy. He is generally credited with being the more liberal of 
the gwo on questions of social reform. Indeed, he fought 
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hard to get the-original bountiful version of the housing 
Bill past its opponents in the House. But he has an eld 
man’s traditionalism; he leaves most of the details of runn- 
ing the House to his committee chairmen, who are mainly 
to the right of him; and he is said to pay altogether too 
much attention to yet another Texan — Mr Robert An- 
derson, the quietly conservative Secretary of the Treasury. 

Nevertheless, Democrats who wonder what went wrong 
must look beyond Texas. The liberals have run headlong 
into three hard facts of American politics. The first is that 
they are not the whole Democratic party. Even if the 
Democrats held a full two-thirds of Congress — which 
they do not, quite — they would be unable to ignore the 
President’s power of veto because on most issues they 
would lose many more votes by defections from -the South 
than they would gain from the liberal wing of the Repu- 
blican party. The second hard fact is that, whereas in 
theory Mr Eisenhower might be deterred from using his 
veto by an appeal to public opinion, in practice he cannot 
be. The President’s position as head of state gives him an 
overwhelming advantage in a public debate with Congress 
about his conduct as head of government. 

Finally, when Senator Johnson and the liberals argue 
about what will benefit the party most, they are using the 
word “party” in two different senses. Mr Johnson and Mr 
Rayburn can fairly claim that their policy of meeting the 
President half-way has paid handsome dividends to the 
Democrats, in the sense that they have won control of Con- 
gress three times running against the party which held the 
White House. In this context, they are entitled to reason 
that it is no part of Congress’s job to strike dramatic atti- 
tudes by going full speed ahead with legislation and damn- 
ing the vetoes; far better to go cautiously now, they say, 
and hope to get a Democratic President in 1961. But the 
liberals, in saying that it would be best for the party to 
stand by its politics and risk the vetoes, are using “party” 
in a wider sense. They are not thinking chiefly of the col- 
lection of local representatives assembled in Congress, but 
of the still very misty entity known as the national party 
— which is embodied, for practical purposes every four 
years, in the presidential candidate. 

The problem of forging the congressional groups into 
something more like two national parties is the subject of 
an essay by Mr Stephen Bailey, published last month by 
the Fund for the Republic. Mr Bailey thinks it could be 
done by a number of fairly minor refotms, such as having 
candidates for Congress rely more for their finance on the 
national committees of the parties and less on local sources. 
But is any such expedient enough to bridge the gap. which 
the Constitution itself created? 


Referendum on Schools 


From a Correspondent in Virginia 
In Virginia the struggle over racial segregation in the 
schools has moved into .a new phase as the election camp- 
aign for the State Legislature builds up to July 14th, the 
day on which the Democrats pick their candidates; in many 
districts this primary election is in practice the final elec- 
tion, since the persons chosen by the Democrats will face 
little or no subsequent opposition. The main, and in many 
places the only, issue, is the relative merits of “massive 
resistance” to the outlawing of separate schools. for Negro 
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and white children by the Supreme Court of the United 
States and “freedom of choice”, Virginia’s latest method of 
getting round the decision. This Perrow programme was 
adopted last April at a special session of the State. Legis- 
lature by a majority of one vote on the key questions in 
the Senate, and of from six to eight votes at various stages 
in the House of Delegates. 

Already this precarious majority has been lost in the 
Senate with the retirement, on health grounds, of the mem- 
ber who was flown in from a sick bed to vote in April. The 
segregationists are hoping to tilt the balance still further 
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in the coming election, so that dion the new Legislature: 
mects fiext January. they will be able to nullify‘ the Perrow 
programme. This was designed to assure local option in 
school matters and to provide tuition grants for parents 
who are unwilling to have their children attend mixed 
schools, so that they may be educated in other ways. This 
is essentially the same scheme as that produced by the Gray 
commission shortly after the Supreme Court’s decision five 
years ago. Then it was frustrated by- the personal inter- 
vention -of Senator Byrd, the state’s ‘senior representative 
in the United States Senate and the dictator who has.con- 
trolled the dominant faction in the state’s Democratic party 
for many years. He insisted on massive resistance to the 
Supreme Court. 

e Perrow programme became law only after t'1e Byrd 
loyalists had implored fellow members not to darken the 
“twilight years” of their leader and after the State Senate 
had adopted an unusual legislative procedure in order to 
by-pass the known hostility’ of the education committec. 
It also became law only after Governor Almond, who as 
State Attorney General had originally favoured the Gray 
plan but had campaigned for election. in 1957 on a plat- 


‘form of ‘massive resistance, had once more changed his po- 


sition. He used all his political skill and influence to ma- 
noeuvre the Perrow programme through tk special session. 
He has now come to believe, it seems, that massive res- 
istance can only lead to the complete abandonment ‘of 
public education by the state and that this would be a dis- 
aster. The Governor’s assumption of the leadership of the 
moderate forces in the state and his appeal for popular 
support in his fight to preserve the schools are evidence 
of a new alignment. in Virginian politics, of a growing 
challenge to Senator Byrd’s domination — and the first 
test of its effectiveness will be the coming primary election. 

Superficially the divisions in the Legislature last April 
were geographic; fundamentally, they were economic. In 
the part of the state below the James River (Southside Vir- 
ginia) the proportion of Negroes to whites is much higher 
than in most other sections and the economy, based on 


farms and forests, has changed little since the eighteenth 
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In Washington or in Wall Street 


_ What's 
happening in 
America? 


In. business or in government 


You need to know the facts about both to under- 
stand the flow of events on the American economic 
scene. A mail subscription to The New York Times 
International Edition Weekly can help give you 
that understanding. 


Each week you can depend onits news columns for 
accurate, objective coverage of current develop- 
ments in U.S. business, industry, finance and 
government. 


Each week, too, through its editorials, letters and 
informed commentary, you can discover American 
thinking and opinion on major political and 
economic issues of the day. 


To add this distinguished newspaper to your read- 


‘ ing of American news, just fill out and mail this 


coupon. Do it today. 


The New York Times 
International Edition 
N. Z, Voorburgwal 225, Amsterdam-C, Holland 
Please enter my subscription to the International 
Edition Weekly: 
(1 For three months (17/—) 
For six months (32/6) 
I will make payment when you bill me. 
NUD Occ ere ND 
Please Print. 
OG 06 cence ree 
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business in south america? 


— 


NATION. 


— 


OVER 50 BRANCHES IN KEY CENTRES 
—IN CONSTANT TOUCH WITH LONDON 


YOU CAN SO EASILY KEEP IN TOUCH with 
your business interests in Latin America from 
London, through The First National City Bank 
of New York, 

First National City has over 50 branches 
covering the whole of South and Central 
America and the Caribbean area, in constant 
touch with London. In addition you can, 
through us, call on the services of many thou- 
sands of banking correspondents everywhere. 
These men are fully experienced in the intrica- 
cies of world commeree and local regulations. 
Their advice will save you time and money. 

Visiting the market.on business? The First 
National City Bank will be happy to provide 
you with the introductions you need to ensure 
a friendly welcome when you arrive, and the - 
best possible advice during your stay. 

Call in and see us at either of our two Lon- 
don branches. Perhaps we can help your busi- 
ness interests too. 


- THE FIRST 
OF NEW ‘YORE 
Incorporated with limited liability under the National Bank Act of the U.S.A. 


Head Office: $5 WALL STREET, NEW YORK 


LONDON BRANCHES: 
-City7/127-OLD BROAD STREET, £.C.2. PHONE: LONDON WALL 1221 
Berkelay Square: 17 BRUTOM STREBT, W.I PHONE; MAYEAIR 6600 
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LIVERFUDLIANA No, 3 


¥ cole 
eS Orla lep/Maister 


(Manicipal records) Circa 1398 


“That Sr. Thomas 
Wainewright shall kepe 
schole here untill God sende 
us some sufficient learned 
Man & noe longer; & to 

_ receive the wages to be 
deducted out of the Schole 
maisters stipend according to 
the tyme.” 





Wherever You Trade or Travel 


With offices in London and New York... 
working closely with experienced corre- 
spondent banks on every continent . . .The 
Hanover provides dependable banking serv- 
ice around the world. 


Today the high standard of 
the City’s Technical, Sci>ntificand 
Art education is yet another good - 
reason why Industrialists, seeking 
to increase productivity, can look 
with confidence to Liverpool’s 
three great industrial estates at 
Speke, Aintree and Kirkby. 





Write for full details of fact 
ste nnd generous. nancal THE HANOVER BANK 





Cncorporated with Limited Liability in U.S. A.) 


LIVERPOOL LONDON ...4 7 Princes Street, E.C.2 


10 Mount Street, W. 1 
Centre of industrial _ Pros erit 
LIVERPOOL CORPORATION ~ * Frenroot NEW YORK... 70 Broadway 
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For fast, smooth freight handling, these 


9% MILLION BUSHELS! 
facilities make Toronto a leader among 
Canadian ports. In addition, a water- 
MARINE TERMINALS: 400,000 SQUARE FEET front marshalling yard brings BOTH 





trans-Canada railroads to the dockside! 
For low-cost importing, exporting and 


50 SHORT TONS! lake-shipping, look to ‘Toronto! 
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Start Saving Now... Ship Via 
soTwanccmaus: THE MODERN PORT 


TORONTO 


THE TORONTO a COMMISSIONERS 





NAVIGABLE DEPTH—~ 
27 FEET 





€0 Harbour Street, Toronto 1, Caneda “EMs 
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poy. Here as elsewhere in the state where agriculture 
rings in only a bare living, the races are competing on, 
or only just above, the level of:real want. Not much money 
is available for education from taxation and that little is 
begrudged. A fierce pride provides the emotion on which 
segregationist organisations and flamboyant oratory thrive. 

‘Counter to this emotion runs the newly-evinced deter- 
mination of the industrialised areas of the state to maintain 
the conditions necessary to the operation of a twentieth 


century: -technology. Significantly these sections’ are not: 


confined to the major cities — Norfolk and Newport. News, 
Richmond, Roanoke — or the part of metropolitan Wash- 
ington which spreads into northern Virginia.. Most of the 
new plants established in the state, and indeed in the South, 
since the war have been built in rural.districts; factories in 
what used to be fields, such as that of the General Electric 
Company near Waynesboro’ or the Sperry-Rand Corpora- 
tion near Charlottesville, have introduced both fresh types 
of employment and muck higher levels of consumption. The 
managers of the new plants and of the new shops attracted 
by the increase in local purchasing power are important 
men in the community. 

Modern industry cannot operate without educated. staff 
and must be able to assure its employes that adequate school 
Facilities will be available in the neighbourhood for their 
children. Even before the passage of the laws under which 
some schools have been closed, Virginia’s educational stand- 
ards raised difficulties for such companies. The state’s an- 
nual estimated expenditure for each pupil is $ 340 com- 
pared with a high for the country as a whole of $ 535 in 
New York and a low of $ 164 in Alabama. After the 
school-closing laws had been passed, the head of a branch 
of a leading national corporation which recently brought 
a payroll of $ 5 million into a formerly rural area by 
opéning a plant there, declare a that he would lose a fourth 
of his key personnel if the schools in his district’ did not 
remain open; he added that his firm would probably not 
have come to Virginia if it had had any idea that the state 
would think of impairing its school system. The quiet but 
persistent political pressure of those responsible for Vir- 
ginia’s new economic activity was an unpublicized but 
probably decisive factor in the success of the Perrow pro- 
‘gramme at the special session of the Legislature. 

The mood in which the voters will go to the primary 
will be affected by various recent developments. For ex- 
ample, in Southside Prince Edward County, around. Farm- 
ville, from which came one of the original cases on which 
the Supreme Court made its ruling and where a court order 
has required that integration be speeded up, advantage has 
just been taken of the Pérrow legislation to abandon the 
school system. The county authorities passed a budget from 
which school funds were eliminated and local children now 
become eligible for tuition grants to enable them to attend 
private, non-sectarian schools. A private foundation which 
had already been formed will open schools for the 1300 
white children in September; some 1650 Negro children arc 
oy for grants, but no provision has been made for them 
so far. 

Whether or not the Governor still has his majority after 
the primary before long he will have to make a political 
decision that is of even broader significance than the onc 
he has: already made on public education. Last spring he 
chajlenged successfully Senator Byrd’s domination of Vir- 


ginia. Will Mr Almond attempt to organise the moderate 
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forces which supported him then into 2 permanent new 
faction in the state’s Democratic party? Or will he allow 
the so-called harmony on which Mr Byrd has always in- 
sisted to be restored? The Senator has already been forced 
to change his mind once about retiring when it became 
clear that with his departure, his. organisation would be 
disrupted by the rivalry between his supposedly disciplined 
followers for the right to succeed him. If Governor Al- 
mond now-tries to mobilise behind himself the new econo- 
mic forces in Virginia, in the belief that eventually these 
must become the chief source of power in the state, then he 
may well find that he has given himself a head start when 
Mr Byrd eventually goes. 


Mergers are Catching 


By arranging @ merger with the New York Trust Company 
the Chemical Corn Exchange Bank, hopes to regain its place as 
the third largest in‘ New. York City and the fourth largest in 
the country, which it lost when J. P. Morgan & Company 
merged its assets with those of the Guaranty Trust Company. 
One merger tends to set off others, not only because banks 
value the prestige which goes with a high place in the hierar- 
chy, but also because the larger a bank's. capital, the larger the 
individual loans it can make; in New York the upper limit is 
10 per cent of a bank's capital. 

The new Chemical Bank New ‘York Trust Company will 
have total resources of over $4.3 billion compared with $4.1 
billion for Morgan-Guaranty, but its capital funds, at $385 
million, are still smaller than its rival's $512 million, Other 
reasons for the merger are the opportunities it affords for 
operating economies, particularly through mechanisation, and 
the satisfactory way in which the trust operations and “whole- 
sale” lending (to big business borrowers) of the New York 
Trust complement the largely “retail” character of the Chemi- 
cal Corn Exchange, which deals mainly with individuals. 

In the Morgan case, the Department pf Justice decided after 
long consideration that it lacked the power, under the anti- 
trust laws, to prevent the merger. The present move, which 
has to be ratified by the sharehalders, the Federal Reserve 
Board and the state banking authorities, will increase liberal 
demands for a substantial stiffening of the law, which Con- 
gress up to now has been reluctant to grant. The agitation will 
grow if, as seems likely, this merger is followed by others. 


Economic Growth - Tax Free. 


, From a Correspondent ii-New Mexico. 

Many states try to attract new industries, but New Mexico is 
the first, though probably not the last, to permit them to be 
bought outright. Four years ago it passed a law which permits 
towns and cities to buy going business concerns outside the 
state and take them home; they are paid for by issuing bonds, 
which. fall outside the limit on municipal debt, and which are 
to be redeemed from the profits. They are not a charge, in 
any way, against the municipality which owns, but is not 
allowed to operate, such enterprises. ' 

Deming, a town of about 7,000 people, has led the way by 
paying about $1.2 million in 30-year bonds for two Californian 
plants which produce drilling tools. They are houséd in an 


‘empty factory which was used to load shells during the war; 


its owner, understandably, was one of the most active 
orters of this particular scheme and of the state's enabling law. 
He benefits not only by the sale of his factory, but also because 
he has a contract to operate the new business. It is 

to employ nearly 100 local people; only key staff are being 
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The greatest incentive, however, was: the hope, which has 
now been confirmed, that the federal government would ex- 
empt such a municipally owned enterprise from federal taxes; 
it is also free of state and local levies. This explains why the 
former owners can be paid 9 per cent interest (also tax free) 
on the Deming bonds. in which they have been. compensated. 
The economic growth of Puerto Rico has been stimulated 
tremendously by its exemption from all taxes imposed by the 
federal government in Washington, In effect, New Mexico 
has made it possible to create a series of tiny Puerto Ricos on 
the mainland. It is small wonder that other towns in the state 
- and other states - are watching closely Deming’s experiment 
with tax-exempt enterprise. 


Mr Hoffa and His Monitors 


It was largely chance which made Senator McClellan’s 
investigation into corruption in trade unions resume its 
hearings last week just as pressure was building up in the 
House of Representatives for the passage of some sort of 
labour reform legislation at this session. But the evidence 
coming out of the hearings that the notorious teamsters’, or 
~ lorry-drivers’, union is so far as unreformed as ever, in spite 
of the promises of its president, Mr Hoffa, that it would 
be cleaned up reinforces Mr McClellan’s contention that the 
labour Bill passed by the Senate is not stringent enough. 
Unfortunately, however, attempts to strengthen the Bill 
will only make it more difficult than it already is to get 
any agreed legislation out of this Congress. 

Meanwhile the need for legislation, at least where the 
teamsters are concerned, has been made less urgent by a 
ruling from the Court of Appeals in Washington, uphold- 
ing the right of a lower district court to regulate the union 
with the advice of three monitors and to sentence Mr 
Hoffa for centempt should he continue to refuse to obey. 

The monitors were appointed early in 1958, after some 
members of the union had contested the legality of Mr 
Hoffa’s election as president, under a.court arrangement 
which allowed him 16 take office provisionally. He has 
been trying to call a meeting of the union to confirm him 
in office and thus to get rid of the monitors, but this has 
now been forbidden by the Court of Appeals. until the 
district judge, Mr Letts, gives permission. He will not do 
this until he feels that an honest election can be guaranteed, 
but there seems little doubt that even under these condi- 
tions Mr Hoffa would be re-elected. It is thought that the 
monitors may now try to force Mr Hoffa to retire. They 
are sure to insist on investigations of the most notorious 
branches of the union, on dismissal of the most unsatisfac- 
tory officers and on new by-laws and accounting practices 
for local branches. 


Louiszana Still Long’s 


The macabre story of the Longs of Louisiana begins in 1935 
when the famous Huey Long, the founde> of the dynasty, 
was shot in the State Capitol by a man he had wronged. 
A spotlight from the top of the Capitol tower-still plays on 
his tomb every night, keeping alive the memory of the mar- 
tyred Kingfish. In May his 63-year-old brother, Governor 
Earl Long, apparently underwent a mental breakdown in 
full view of the television cameras and was spirited into 
Texas for treatment by his family, who claimed that he was 
suffering from. delusions of persecution. But he made his 
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way back to Louisiana, where his word is nearly law, and 
was freed last week by the courts after smuggling out of 2 
mental hospital a tape recording charging his family with 
trying to put him out of the way so that his nephew, Se- 
nator Russell Long, might become Governor. The heads of 
police and hospital officials have rolled and there now 
seems to be nothing to prevent Mr Long from taking up his 
full duties again unless his doctors convince him that he 
must resign. 

Governor Long is only a.blurred carbon copy of Huey, 
the engaging demagogue who terrified liberals in the nine- 
teen-thirties with his slogans of “Share the Wealth” and 
“Every Man a King”. But, like his brother, the present 
Governor owes his iron grip on the state and its political 
machinery to a judicious combination of bread and cir- 
cuses. 


Under the law in Louisiana, a Governor may not serve 
two.consecutive terms. A few months ago.Mr Long made it 
known. that he planned to get round this provision by re- 
signing this summer so that he would be free, technically, 
to stand again in the preliminary elections in December. 


‘Few doubted that he would succeed, even though federal 
* agents are-examining the way in which the state has spent 


federal welfare grants, and the Governor’s own finances. 
The anti-Long forces have been strengthened, however, by 
the growth of racial extremism; racial segregationists in the 
State Legislature have been busy removing from the voting 
rolls the Negroes who, with the poor whites, have been Mr 
Long’s chief support. Exploitation of racial hatred has nor 
been one of the evils of the Long regime. In May Mr Long 
opposed a further purge and lost. If the dynasty is to to go 
on, power must pass eventually to Senator Long, Huey’s 
able son, at present the chief object of his uncle’s rage. He 
bears the magic name, but he lacks “Ole Earl’s” common 
touch and his devoted following. Moreover, his voting re- 
cord in Washington is too liberal to suit his state’s extre- 
mists. 


Into the Common Market 


In his annual report to Congress on the trade agreement 
programme the President repeated his warm welcome for 
the common market, with its promise of stimulating econ- 
omic growth and political unity in Europe on the American 
model. But he also insisted that all such regional schemes 
must be “outward-looking” if the benefits of mass markets 
are to be shared by the world trading community as_ well 
as by the six and the seven.. The United Staies itself ‘sells 
over 17 per cent of its exports to the countries of the com- 
mon market and it is-also concerned about the under devel- 
oped countries, particularly in Latin America, which sends 
a third of all its exports to Europe-and is ‘trembling for its 
coffee sales. Officials of the common market insist that it 
will not be restrictive, but Congress, noting the proposed 
uniform tariff of 30 per cent on tobacco, has doubts. 

In a recent report the Federal Reserve Bank of New 
York argued that, although in the short run American ex- 
porters, particularly of automobiles, chemicals and other 
manufactures, might ‘suffer, this would be more than offset 
by the long-run expansion of markets due to economic 
growth. Many American businessmen, however; are taking 
no chances. They are busy with plans for building factories 
or buying subsidiaries inside the common market or licens- 
ing foreign firms to make their products. 


_—" ECONOMIST JULY 4, _ 


THE WORLD OVERSEAS 








Kenya’ Deadline 


FROM OUR SPECIAL CORRESPONDENT 


Kenya now has a political deadline — early 1960, be- 
fore the general election there, when the Colonial Secre- 
tary will convene a round table conference in London to 
discuss constitutional. changes. But who will sit round the 
table, and what changes will they consider? It is too 
easily assumed that Kenya has two parties which in Lon- 
don will present rival blueprints — the New Kenya 
Group led by Mr Michael Blundell, and the. multi-racial 
Constituency Elected Members Organisation .(CEMO) 
which consists of all the African and Asian elected mem- 
bers, plus Mr Shirley Cooke, European member for the 
Coast, and whish is led by Mr Mboya, This impression of- 
a two-party system is vaguely strengthened by the way. 
Mr Blundell has been barnstorming Britain with his 
group’s prospectus, while Mr Mboya has been building 
himself up during his travels in Africa and America as 
a world figure, the representative of the people, Kenya’s 
Nkrumah-to-be. In fact, these two mighty: men have been 
arguing in the wrong places with the wrong: people; in 
their absence their ’parties” have shown signs of coming 
apart. _: 

This is more serious for Mr Blundell. The New Kenya 
Group’s prospectus remains a set of generalisations, which 
means that different sectors of his group interpret it dif- 
ferently. Mr Alexander, for example, is still well out on 
the right, sticking to his reservations, and recent mect- 
ings held by the group have taken a beating from the 
European. diehards who refuse to join: the self-styled Big 
Four, led by Group~Captain Briggs. In African areas, 
meetings have been small and tepid; inside. the party, the 
liberals are grumbling that fine principles have not yet 
_ become specific proposals, On the other flank, African na- 
tionalists are making hay with the contrast between the 
group’s liberal protestations and the government’s actual 
performance — for example the decision to make a Euro- 
pean-elected settler, Mr Bruce McKenzie; minister of agri- 
culture in suceession to Mr Blundell. Africans think that 
agriculture, especially when the- Land Control. (Native 
Lands) Bill is being debated and a white paper. prepared 
on tenure in the white highland; should be in the hands 
of an official; Mr Swynnerton, author of -the: succesful 
plan for African farny improvement, would-have done. 

-Mr: Mboya’s organisation is in‘ fact very happy about 
the state of ‘Mr Blundell’s New Kenya Group, which. it 
sees.‘as divided, and which it thinks will- become more 
divided as. it. tries to prepare’ specific proposals for the 
-London .conference. It thinks Mr Blundell is: faced with 
the alternatives of the’break-up of his party: or of going 
to London with a vague mass of intentions that have not 
been reduced to concrete constitutional proposals: In eit- 


her event, it expects to be able to dominate the conferen- 
ce with the weight of the electorate’s authority behind it 
and a set of definite ideas that could be acted upon. It 
thinks that the side with clear and practical ideas of what 
it wants, and how soon, and how to embody them in 
British legislation, will win. It has induced Mr Lennox- 
Boyd to make constitutional advisers available; it hopes 
that it will get Sir Ivor Jennings, somebody coloured 
from the West Indies (Dr Eric Williams would be highly 
acceptable if he could come) and someone who helped 
with Nigeria’s constitution (perhaps Sir Henry Willinck.) 
From such a commission it would expect a series of alter- 
native, but quite practicable, schemes of constitutional 
change to emerge — but all of them schemes conceding, 
sooner or later, African control of the legislature and the 
executive council. 

The organisation is, however, split on timing and meth- 
od. The moderates believe that as time is on their side, 
the thing to do is to ensure that Africans will take Ke- 
nya over, including its European skills and assets, as a 
profit-making business. They think it wisest to be firm 


‘about aims, but flexible about means and even about the 


timetable — say, African domination and full autonomy 


by 1964, and the termination of the Governor’s reserved 


powers by 1968. The thoughtful among them, while 
wishing to build up a Kenya-wide nationalist party, 
want that party to be rooted in district party autonomy 
(which means partly tribal control) so that the party 
bossy who might om might not Mr Mboya, could not be- 
come such a dictator as Dr Nkrumah. Their case, to 
anxious Asians and enquiring Europeans, is: ” You should 


not worry about African rule — that is settled, and you 
will have virtually no say in political decisions, What 
you have to worry about is what sort of Africans will 
rule — and there you can, now and’ later, have great in- 
fluence.« But the extremists in the party are all for mak- 
ing — indeed, do make — rash promises of independence 
for an African-run Kenya by 1961. Nor do they conceal 
the fact that an African-run Kenya, though. it will come 
into existence through British-type democratic procedu- 
res, will be an authoritarian state. 

In this split — and it would be invidious to try to say 
just who is on which side — the New Kenya group sees 
great hope; it expects by making vague, tempting, liberal 
noises, to attract the moderates to its banner. Its members 
tell each other, with relish, how frightfully rude and over- 
bearing Mr Mboya has become with his. colleagues. But 
then, they have been promising the. world an African split 
for two years; quarrels are one thing, crossing the divide 
is another. Their real and unperceived problem is what an 
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- expert like Sir Ivor Jennings would do with their vague 
statement of principles; for the first question of constitu- 
tionmakers always is: ’ Who is to rule, and how?” The fact 
is that the Europeans still want, somehow, to rule Kenya, 
if not from Nairobi, then from London by proxy, -at any 
rate for 15 more years. 

This is why the Constituency Elected Members’ Organi- 
sation feels that, in addition to its own members, only the 
European elected members who do have clear ideas ought 
to sit round the table in London. However, it feels, pro- 
vided Mr Musa Amalemba, the specially-selected African 
member who is minister of housing, is not put up as repre- 
senting any African but himself (though in fact this would 
rate him much too low) it will be prepared to sit down 
with the members elected on fancy franchises. They think 
this will add to a cenfusion which will benifit them — as, 
indeed, it may. 

But the real danger between now and 1960 is that there 
will be competitive bidding on the African side for popu- 
lar favour, as if the round table conference were an elec- 
tion, The endorsement of an African extreme platform, 
demandng Kenya on a platter or else, could wreck the 
talks and set Kenya on the road to violence. 


Spains Gibraltars in Africa 


FROM A CORRESPONDENT 


* There are Spaniards, Don- Salvador de Madariaga 
among them, who think it was a historical mistake of the 
first order that Spanish Colonial expansion in the six- 
teenth and seventeenth centuries was directed towards the 
New World. Much better, they argue,’if it had been in 
North Africa. If all that intense, though transient, burst 
of energy and crusading-cum-commercial zeal -had been 
so diverted, Spain might now be resting on a firm cushion 
of territory stretching from the Atlantic to the Nile, and 
the Western Mediterranean might be a Spanish sea. 

. By contrast, present realities are rather bleak. Spain 
has already Jost its slim Moroccan -protectorate and has 
had to abandon long-standing ambitions of dominance in 
Tangier. All that remains are the presidios — a few small 


pieces of Spain on the coastal fringe of the Moroccan‘ 


mainland. The presidios consist of two sizeable towns, 
Ceuta and Melilla, and six minute and rocky islands off 
the coast between them, Melilla: was conquered by the 
Spaniards in 1496 and has been intermittently under siege 
ever since. Ceuta, first taken and settled by Portugal, be- 
came part of Spain in 1581 on the temporary fusion of the 
two countries under Philip II. The subsequent reseparation 
left Geuta in Spanish hands. 

Under the Treaty of Tetuan in 1860, which ended a 
Spanish-Moroccan war, the position of the Spaniards in 
beth places was affirmed by the King of Morocco. Since 
then the Riff tribes have shown on more than one oc- 
casion that they do nor regard such treaties as binding 
on themselves. Much Spanish blood has been shed in pro- 
tecting these two enclaves. Melilla has a population of 
nearly 100,000, Ceuta about 70,000. There are some Moors 
and some Sephardic Jews, but the great majority are 
Spaniards. Each town is like Gibraltar in that it is built 
on a rock, connected with the mainland by an isthmus 
which forms a wage "neutral ground.” 
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Ceuta and Melilla are the only decent ports in north. 


Morocco, so that until recently all goods entering or leav- 
ing the area had to pass througt them. Except for the rich 
iron- deposits in the mountains behind Melilla, which are 
now in Moroccan territory, this hinterland is poor coun- 
try, and apart from a million tons of iron ore a year, ex- 
ports and imports are negligible. Melilla lives on this, and 
on its people taking in one another’s — and the large 
garrison’s — washing. Ceuta, however, has a good har- 
bour, and its excellent oil bunkering facilities, provided 
by a wide variety of international oil concerns, bring 
about 15. million tons of shipping a year to the port. 
Some shps prefer it to Gibraltar because there is more 
plentiful and cheaper water, and because, as the crews and 
the officers say the night life ’isn’t so damm British.” With 
the projected casino and a million pounds’ worth of re- 
cent port improvements in Gibraltar, things might well be 
different in the future. 

What of the future of the presidios? Most barometer 
tappers can see little but rain, with stormy weather to 
follow. Xenophobic nationalists in Morocco, keen, like 
Spaniards, to ease the pressure of domestic discontents by 
pointing artificially agitated fingers at alien Gibraltars on 
their soil, are already clamouring for their return. 

Spain will not easily give up the presidios. They are 
regarded and administered as integral parts of the home- 
land; nor will it be forgotten in Madrid that little of the 
Moroccan gratitude which was expected to follow the 
handsome surrender of the protectorate two years ago has 
yet materialised, Ceuta and Melilla are, however, vulner- 
able in many ways. Goods that formerly passed through 
Ceuta are already being diverted to the purely Moroccan 
port of Tangier. Frontier controls and formalities have 
been increased. And, unlike. provident Gibraltar, both 
towns depend on the mainland for ‘water. This difference 
may one day count for much. 


Samoa Debates its Future 


FROM A CORRESPONDENT - ‘ 





For some forty-five years Western Samoa has been controlled 
by. New Zealand under a mandate first from the League of 
Nations and later from United Nations. But during the past 
ten years New Zealand's grasp has progressively loosened, and 
the country is now largely self-governing. The legislative as- 
sembly of 48 members is almost entirely Samoan, and theygh 
the New Zealand high commissioner can veto legislation, 
has never exercised this power. Apart from “reserved subjects,” 
such as defence and external affairs, the Samoan Assembly 
may make its own laws with any outside interference. New 
Zealand indeed seems anxious to rid itself of its Samoan obli- 
gations without undue delay, and the prime minister, Mr 
Walter Nash, has announced a plan to bring self-government 
substantially into operation by January, 1960. 

There is, however, a strong body of opinion, both in New 
Zaland and in Western Samoa itself, which holds that We- 
stern Samoa’s progress towards independence is unduly pre- 
cipitate. In the past this opinion has not found more than 
occasional expression in the press. But lately it has been freely 
canvassed, and it was submitted in different forms to the 
United Nations mission which has just recommended Decem- 
ber, 1961 as the dead-line for independence. 

The first objection to the present policy is that few Samoans 
understand just what independence means. They persist in 
asking for their “freedom,” though the control which New 
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Zaland still has power to exercise has little, if any, effect on 
their daily life. It is supervisory rather than restrictive, and 
full independence merely means the removal of this unob- 
trusive supervision. But the normal consequences of complete 
independence clearly are not realised or understood by the 
. Samoans themselves. The people of Savai'i, the larger though 
the less populous of the two main islands, told the UN mis- 
sion that they were “unanimous in seeking their freedom under 
self-government.” But they also said that they wanted a treaty 
| of friendship under which New Zealand would come to their 
| assistance whenever required. The technical and finangjal as- 
sistancé given by New Zealand to Samoa has in fact always 
| been considerable, and it seems that the Samoans expect this 
generosity to be maintained. 





They also insist that they should continue to have free access 
to New Zealand. But there has been no suggestion that New 
Zealanders should also have free right of entry into Western 
Samoa. On the contrary, UN representatives have been. tald 

‘ more than once that, with the exception of missionaries and 
one or two specialists, all foreigners living in the country 
should be called upon to leave immediately ‘self-government. 
is attained. One of the most outspoken members of the legis- 
lative assembly, Mr Tualaulelei, who was minister of lands 
until he lost his seat because of a conviction for assault, has 
frequently stated that there will be no place in the Samoa of 
| the future for any persons who are not of full Samoan blood. 
Mr Tualaulelei has been re-elected to the assembly and may 
well fill a key position in the new state. 


> 


The second main objection is that there are at present no 
Samoans with sufficient education and experience to rule the 
country. The district of Falealili, which has always been noted 
for independent thought, made a strong reconmmendation to 
the UN mission that self-government should be deferred for 7 


to 10 years. Although Falealili represents only about 3,000 

people out of a total population of 100,000, it is a district of 

high standing. The adjoining district of Aleipata asked for a 

trial period of self-government-presumably still under some 
- form of supervision from New Zealand-before Samoa made 
“the final transition with acquired experience.” 


A third objection to immediate self-government is raised on 
behalf of the minorities-those of European and part-European 
fiationality. There are some 6,000 people in this group, inclu- 
ding many who as planters, merchants and senior government 
officials: have done much for the territory. Another problem 
is who should be the head of state of independent Samoa, The 
| proposal endorsed this year by the legislative assembly and the 
two fauina (the chiefs who act as consultants to the high com- 
missioner) is that the favtva, Mr @Malictoa and Mr Tamasese, 
should become joint heads of state, and that any vacancy in 
tthe future should be filled by the assembly from members. of 

these two families. Many believe that this system would prove 
unworkable. 





Notwithstanding these fears and hesitations, it is almost 
certain'that there will be an overwhelming majority.in favour 
of early self-government when the plebiscite recommended by 
the UN mission is held. The decision to determine opinion by 
a plebiscite is a striking departure from Samoan custom. For 
centuries the matai, or chief, has spoken for all who live under 
his care and render him service, and only matais vote to elect 
_ members of the legislative assembly. But the UN mission 
| stated unequivocally that all adults must vote individually on 
. the question of home rule. Afraid that refusal would result in 

the indefinite postponement of self-government, the faxtua 


and the’ assembly finally agreed. But this is an isolated excep--- 
tion to the Samoan insistence that the: matai*system must be 


| tained as the basis of Samoan life. _ 
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New Colonists on Kharg » 


FROM OUR SPECIAL CORRESPONDENT 


Shapur II came to the Persian throne in 310 AD, and dusing 
his long reign of 69 years waged three separate wars against 
the Romans, During one of them he brought a colony of Chri- 
stians from Edessa and Palmyra in Syria as prisoners to-the 
tiny island of Kharg in the Persian Gulf. It is believed that — 
the prisoners settled down and, in the best Syrian fashion, 
turned the island into a stopping place on one of the main 
trade routes from India and the Far East to the Mediterranean. - 
How long the Syrians lasted is not known but the island is 
littered with sherds of Chinese porcelain that indicate a transit 
trade with the Far East until the sixteenth century. All that is © 
left to show that the island was: once inhabited by Christians 
are a few rockcarved tombs with crosses on them. 

In recent years Kharg was used by the Persian government 
as a place of banishment for political prisoners. The island was 
mentioned only in whispers on the mainland, where politicians 
who had been there did not brag about their experiences to 
those who feared they might one day have to go. During the 
past two years, however, the island has lost its bad name. 
Teheran officials speak of it in terms they might once have 
reserved for the French riviera. There is talk of developing its 
beaches for the benefit of the tourist trade or, at Jeast, of using 
it as a holiday camp for employees of favoured government 
departments. During the Persian New Year celebrations, last. 
March, the eighteen square miles of the island were so over- 
run with men, women and children—guests of the oil companies 
—that the construction workers found it difficult to get their 
work done. 

Kharg is 25 miles from the Persian mainland, not far from 
Bushire. In summer, winds from the north keep the tempera- 
ture lower than it is on either side of the gulf. The vegetation 
at Kharg cannot be described as lush, but it has a few gardens, 
and some of the few banyan: trees in the area which were not 
planted by oil company landscape gardeners, The pleasures of 
Kharg were not, however, discovered by some Persian Butlin 
looking for new sites. It is far more important that Kharg is 
only 99 ‘miles from the Persian oil fields at Gachsaran. 


Persia has plenty of oil but is has long been difficult for the 
companies to get it out of the country to world markets. With 
the ever-increasing size of tankers it became necessary for the - 
Iranian oil operating companies to find a port capable of tak- 
ing the modern giants. Soon ships with five times the capacity. 
of those that now inch up the muddy waters of the Shatt al- 
Arab to Abadan will be able to call at Kharg, and be on their 
way again in twenty hours. By using Kharg they can also 
avoid any embarrassment that might arise from haying to pass 
through Iraqi territory on the way up the river. One day ‘next 
year the oil will flow from Gachsaran through the pipe line 
and the tank farm at Kharg and then into the tankers tied up © 


‘at the new jetty. The whole operation will be controlled from: ~~ 


a central communications room at Kharg. sod sis ” 
Over two hundred expatriates, American, British, French -> ~~ - 
and Dutch, and nearly 2,000 Persians are building the Kharg - 
terminal. When the construction teams leave the island they 
will have completed an airstrip, a small boat harbour where 
barges can be handled, a power generating plant, a sea water 
distillation plant, a workshop and garage, offices, a clinic, a 
club, houses for workers and staff, and, most important of all, ~ 
a two-berth jetty on the sheltered east side of the island. Until -- 
these are finished most of the new colonists, of Kharg will con- 
tinue to live comfortably in tents, 
Some of the family houses are already occupied. In them 
life goes on very much as it does in the older oil towns up 
and down the gulf. Food comes from all over the world, by 
way of a daily barge from Abadan; entertainment is. provided. 


~ by the cinerna and by radio. The lively programmes from the 


United States air base in Saudi Arabia are greatly appreciated, 
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though the news, delivered at great speed in broadest Ameri- 
cam, is sometimes confusing. One of the construction men 
rented the only available Persian house on the island and 
brought his wife to share the fishing, swimming and boating 
in the gulf. Their house has become one of the main tourist 
attractions, and the envy of those who have had to leave their 
families elsewhere. Many of the modern conveniences ordi- 
narily demanded by twentieth century pioneers are lacking, but 
as a one-man project of integration it is a success. 

The small local population has been pushed aside by all the 
activity going on around it. The work force for the Kharg 
project has been imported from Abadan, where there is an 
over-supply of labour. Those Persians who have always lived 
at Kharg may have to wait until the construction phase comes 
to an end before they have a chance to take advantage of 
having been re-discovered. They may be glad when peace and 
quiet come again, but. Kharg will never be the same if the 
trippers from the mainland carry out their threat of turning 
the island into a resort. 


Thorez Carries On 


FROM OUR PARIS CORRESPONDENT 


Ivry is one of the strongholds of the red belt surrounding 
Paris. There, in a large hall facing an impressive agglomera- 
tion of council houses, France’s largest party held its assizes 
last week. The Communist party remains in membership and 
voting strength the biggest in France. Six months ago when 
only ten of its deputies found their way into the Assembly, 
superficial obsérvers wrote the party off as dead and buried. 
These obituaries were premature. In style and self-confiden- 
ce the Ivry congress was much like its Le Havre predeces- 
sor. 
_ Things would have been different had the congress been 
held at the close of last year. The leaders would have had 
to explain why the party, for all its numerical strength, 
proved utterly unable to prevent General de Gaulle’s return 
to power. After its defeat in the referendum and the loss of 
over a million votes in the parliamentary elections last No- 
vember the leadership seemed in a self-critical mood. The 
mood has changed since. The local elections last March 
showed that the Communists had recovered their positions 
and that one Frenchman in four would againjvote for them. 
Still more encouraging for them was the fact that many 
Socialists did not hesitate to vote for Communists in. the 
second ballot. Comrades Thorez, Duclos and Co could claim 
at Ivry that their line had. been right all along and: was 
now paying dividends. Mr Suslov, tremendously appluded, 
brought Moscow’s backing for the claim. 

Even more than from the electoral results, the leaders 
drew comfort from the changing atmosphere in industry. 
Two years of declining real wages have strengthened the 
appeal of the communist thesis about pauperisation. Many 
workers shared the popular hope that General de Gaulle 
would bring them a new deal. Cuts in subsidies and social 
security, a wage freeze combined with a reduction of work- 
ing hours undermined the Gaullist legend. There were al- 
‘most’ no stoppages in the second half of 1958, but in recent 
months strikes have become frequent; and for the first time 
in years they are often the outcome of joint action by the 
communist and Catholic socialist unions. True, the railway- 
men called off their warning strike last month when the 
government threatened them with requisition. But the three 
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unions.did withdraw together and even in this common re- 
treat the Communists sce the germs of future common 
offensives. 

Having recovered from the shock of last year’s events, 
the leaders show no intention of reshaping the party. A year 
ago voices could be heard among the rank and file talking 
about the need to revise the party’s methods and replace the 
Stalinist leaders; they found no écho at Ivry. M. Thorez has 
no patience for opposition. But although the party is to 
remain monolithic internally, it intends to show a great deal 
of flexibility in its relations with other groups. In the new, 
politically more difficult, framework the Communists are 
to make renewed efforts in their search for allies. They have 
no illusion that they can unite the opposition by agreements 
with the Icaders of other parties. M. Mollet and his socialise 
lieutenants are as hostile to a popular front as ever. The 
Icaders of the. small opposition groups are most reluctant 
to face the issue of alliance with the Communists. It is from 
below that the latter hope to impose a popular front. 


In order to attract allies, the Communists do not come: 
out with revolutionary slogans but with a minimum pro- 
gramme designed not to scare prospective partners. The 


main points of the platform presented as an alternative to 
the present system of personal rule include the calling of a 
constituent assembly elected through proportional represen- 
tation; the nationalisation of the banks and the steel ine 
dustry coupled with greater workers’ control of state entere 
prises; the extension of the welfare functions of the states 
and state as opposed to private education. The “restoration 
and renewal of democracy”, and not proletarian dictators 
ship, was the refrain at Ivry. Even this minimum program- 
me is not expected to attract allies rapidly. In the meantime 
the Communists will try to turn to their political account 
all forms of discontent ranging from the grievances of war 
veterans to the grumblings of the winegrowers. There are, 
however, three main roads to united action: the campaign 
for a negotiated peace in Algeria; the drive against sub- 
sidising private, that is, religious, schools (the government’s 
intention to increase this aid revives the anticlerical feelings 
still strong among the French Left); and above all, everyday 
action in the factories for higher wages. 


For all their confidence in ultimate victory, the speakers 
at Ivry did not disguise that their task is harder than before. 
General de Gaulle has a better hold of the state apparatus 
than his predecessors had. He also has more efficient weae 
pons against strike action. The Communists can no longer 
rely on parliamentary action to further their aims. They 
now admit that a mass movement much stronger than that 
of the thirties is now required to impose a popular front 
and that a change of regime will be necessary this time. For 
this reason M. Servin was fairly critical in his report on 
party work. He claimed the total membership to be 425,000, 
roughly the same as three years ago; 68,000 newcomers 
nearly filled the gap left by departures. But the proportion 
of members under 25 has declined and many cells are not 
dding enough recruiting and propaganda work, 

Watching the succession of speakers who last weck at 
Ivry climbed the rostrum and against the background of a 
Delacroix painting of Liberty on the barricades, proclaimed 
their wholehearted approval of M. Thorez’s lengthy report, 
one had the conviction that the old leadership has no in- 
tention of standing down or changing its line. M. Thorez 
and his associates hope that the Gaullist government will 


























































$e 


unwittingly act as the party’s recruiting agent and pave, the 
‘way to a popular front. , 

But outward resemblances with Le Havre should not 
disguise the differences in the party’s situation. The new 
political framework has aldready compelled it to switch its 
emphasis from parliamentary to direct action, It may force. 
the party to further changes in structure, method and 
leadership. One thing is certain: France’s communist pro- 
blem has not vanished by magic of electoral law. 


Laos Under Fire 


The Arabs have their malesh and the Malays their tida apa. 
The Laos, when excusing inaction, say: Bo mi — “There 
isn’t any." The stranger in the “land of a million elephants” 
who ask for a canoe ig liable to be told: Bo mi. On pointing 
to one that is clearly visible, he will be told: Bo mi, the 
boatmen are fishing. He says that he will travel on foot, 
with porters; but “Bo mi, they're out hunting.” So he pre- 
pares to set out-afong the jungle path. Bo mi, he is told, the 
- raifis have washed it away. 


It miay be hard to think of this remote and idyllic coun- 
try asa source of danger-to world peace, but paradox is no 
stranger to Laos, where the government’s action against a 
dissident communist battalion has drawn threatening notes 
from Peking and-Hanoi. But if Laos has indeed become a 
danger area, it is solely because its internationally recognised 
sovereignty is threatened from outside, 


In the ‘confused days of the Japanese occupation of 
French Indo-China, the royal’ princes of Laos split into 
various resistance groups. One of them, Souphanna Vong, 
later enlisted the help of the Vietnamese communists (Viet- 
minh) and in August, 1950,’ proclaimed a “resistance go- 
vernment” called Pathet Lao, with himself as prime minis- 
ter. The Vietnamese communists used this a “legal” cover 
for an invasion of Laos. In April, 1953, units of their army, 
styling themselves volunteers in support of a Laotian li- 
beration army, overran a large area of Laos. Though driven 
back by the French, they established the prince in two 
north-eastern provinces, Sam Neua and Phong Saly, as the 
head of an administration claiming to be the only lawful 
government in Laos. This arrangement suited the Vietminh 
economically as well as politically, for the opium of the 
two provinces became a profitable source of foreign exchan- 
ge for north Victnam. In their tenacious support of Pathet 
Lao pretensions lies the root of today’s troubles. 


At the Far Eastern conference at Geneva in 1954, the 
Vietminh pressed the claims of this government, which even 
Russia had not recognised. In the end, however, it was a 
Vierminh minister who signed the agreement on the cess- 
ation of hostilities in Laos, on behalf of the Pathet Lao 
forces, And on November 4, 1954, the Pathet Lao itself 
acknowledged that the two disputed provinces had come 
under the authority of the recognised government of Laos. 

It was not until November, 1957, however, and after ar- 
med skirmishes and prolonged negotiations, that “the go- 
vernment reached agreement with the Pathet Lao on the 
integration of rebel troops into the Laotian national army 
by March 18, 1958, Two rebel battalions were to be abe 
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sorbed into the army; the remaining 7,500 men were to be 
demobilised. The government later announced that integra- 
tion had been carried out according to schedule. On May 
24th last year, it told the tripartite international control 
commission for Laos —~ appointed by the Geneva conference 
— that it considered the commission’s work completed, since 
the government had now carried out all its obligations un- 
der the Geneva agreements. On July 19th, the commission 
decided by a majority vote of its Indian and Canadian 
members to adjourn sine die, against the formal protest of 
the Polish member. 


The happy illusion that all was well in the best of Lao- 
tian worlds was short lived. It is now evident that the two 
battalions were not in fact integrated; there was no agree- 
ment on what constituted integration. The Pathet Lao, 
through its communist-line political party, the Neo Lao 
Haksat, argued that they should retain their identities as 
separate units; the government wanted the men dispersed 
among other battalions. The party sought to place 120 offi- 
cers in the Laotian army; the government complained that 
it had earlier agreed to limit its claim to 45. Last January, 
the government of Mr Phoui Sananikone was given emer- 
gency powers for twelve months. He and the chief of staff 
General Ouan, simultaneously losing patience, decided to 
surround the recalcitrant battalions. The ensuing three 
months were évidently spent by both sides in studying the 
whites of one another's eyes; then, on May 18th, the army 
warned the Pathet Lao commanders to lay down arms or 
face the consequences. One battalion gave in, but the other 
bréke away and headed for the north Vietnam border. In 
a skirmish with the pursuing loyalists, both sides suffered 
casualties, numbering in all seven or eight. 


These are the events which Peking: and. Hanoi represent 
as a grave threat to peace, and*which the Chinese foreign 
minister describes as serious violations of the Geneva agree- 
ments. The Foreign Secretary, who has inherited certain: 
obligations from his predecessor who was co-chairman of the 
1954 conference with the Soviet foreign minister, could not 
ignore the complaints, which he has since rejected. 

Laos has long — far too long — been. beset by .inter- 
ference from its more paper neighbours, It should now 


be allowed to deal-with its own fifth columnists in its own 
way. 





SHORTER NOTE 


A brief but moving ceremony has-been held at the Depart- 
ment of Justi¢e to mark the final’righting of the wrongs done 
during the war to the Nisti-American ¢itizens of Japanese 
descent. In the hysterical days after the bombardment of Pearl 
Harbour 72,000 of them were moved from their homes on the 
West Coast to “relocation centres” inland, In 1945, after three 
bitter years, 5,766, most of whom had been confined at the 
notorious Tule Lake camp, renounced their American citizen- 
ship. It has now been restored to 5,378 who changed their 
minds and withheld from only 31, against whom there was 
reliably evidence of disloyalty. Generous compensation has also 
bee. granted for the confiseation of Nisei property and the 
derteuction of their livelihood. 












When it’s ‘All the Best’ 


to the best of friends 


its WHITE HORSE of course 


The man of experience sticks to White Horse Whisky and knows there will 
be no regrets. From peat and heather comes the rare bouquet. Good ripe, 
golden barley gives the mellow richness. Clear mountain burns softer than 
dew bring the gentle softness. And above all age-old skill, patient and 
unhurried, confers the genial warmth without a spark of fire. 

The quality of White Horse Whisky is timeless. The saying: 
“You can tell White Horse Whisky blindfold” remains as true 
today as ever. 


“ 


A day in the open—what better companion than a quarter bottle 
of White Horse—I0/-. Other prices, bottles 37/6, }-bottles 19/6, 
minietures 3/10. 
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BUSINESS 


Any take-over bid presumes simply that business assets 
could be more efficiently and profitably employed 
than they are. Personal ambition may prompt a parti- 
cular bid. Personal antagonisms and self-interest may 
produce bitter opposition. The ease with which short- 
term credit can be obtained may, as it seems to have 
done in recent months, influence the timing of a bid. 
But these are incidentals. Mergers of one kiad or an- 
other are commonplace in any flexible itdustrial so- 
ciety. Industries and companies are constantly on the 
move; the take-over bid is.but one of the mechanisms 
of change. To believe that a code of conduct can be 
drawn up to govern that mechanism assumes that the 
market is a club from which any undesirable outsider 
can be blackballed and where the éstablished members 
should be left to doze peacefully in theit armchairs. To 
praise one bid because two boards of directors have 
come to terms and condemn another because it has 
been made directly to shareholders against the oppo- 
sition of the board is to make a useless distinction. The 
test of merit comés later: has the redeployment of as- 
sets resulted in a profit high enough to justify the price 
paid? 

What once seemed the separate and special motive 
for take-over bids in the postwar era has now lost some 
of its potency. Since Mr Charles Clore first began his 
dramatic forays, many companies and many investors 
have recognised that inflation, penal taxation and di- 
vidend limitation had left the book values and stock 
market prices trailing well behind the real values of 
many assets, particularly in the field of property. Di- 
rectors have become more prepared to release the cash 
locked away in these hidden values and to put the 
resources to full use before a Mr Clore takes the de- 
cisions for them, Quick financial pickings from a take- 
over are no longer so easy to find. Even when they are 


found, they do not always produce a personal gain 
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Mergers Take Over 
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that the bidder can quickly realist. Like it or not, the 
néw owners have often found that the newly-réleased 
resoutees have to be used to develop the business or 
others under their control. The financiers have perforce 
become industrialists, building up diversified industrial 
empires (as Sears Holdings) or promoting industrial 
concentration (as within Sears and the rest of the shoe 
trade). The succesful takeover, in such cases, turns out 
to be simply a special kind of merger; whatever its 
motives, the effective economic result is either divers- 
ification Or Concentration within industry. 

Since the wat many of. Britain’s strongest industrial 
groups have been diversifying their activities by mer- 
gers or other means, Onceé it reaches a certain level of 
financial, rechnieal, manufacturing and managerial re- 
sources, the big modern company develops built-in, 
“institutional” pressures to explore beyond its existing 
commercial frontiers, reinforcing the basic incentive of 
spreading one’s risks. A substantial flow of internal 
funds awaits investment where it can earn the best 
return (which directors often feel they can identify 
better than their shareholders); largescale research and 
development departments thtow up innovations that 
may not fit too tidily inside existing spheres of opera- 
tion; products and by-products, given a little extra 
processing, invite entry into tempting new fields 
that can guarantee and increase one’s throughput; man- 
agerial talent is trained to recognise new opportunities 
for expansion in adjoining or even quite far-off mar- 
kets. 

Diversification is often achieved, however, without 
an outright merger of identity. New joint companies 
such as Impalco, set up last week by ICI and Alcoa, 
can be established to join resources in a particular 
field; working arrangements without financial links, 
such as the nuclear consortiums, may suic new areas of 
overlapping interest. Mergers for diversification seem 
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rather more likely to occur where the scale of invest- 
ment is comparatively modest and where some of the 
managements are particularly self-confident — as in 
Schweppes’ bid for Chivers. Where the markets: are 
similar and the products not too diverse, such manage- 
ments may well feel they can apply their own acumen 
across the border, not remaining content with growth 
within their own business. 

Diversification may thus proceed from an overspill 
of strength in one department or another. Equally, it 
can be defensive, where a company whose profits in its 
chosen sphere are falling attempts to bolster their total 
earnings by the purchase of new interests. Textile com- 
panies such as Courtaulds, having taken most of the 
opportunities to be found within their own-field, are 
now buying their way further, into a variety of in- 
dustries outside it. They have the liquid resources, to 
make their bids, and presumably hope to secure from 
these new assets a higher return than by putting the 
money into gilt-edged. Redeployment of liquid ‘re- 
sources in this way, incidentally, can also keep direc- 
tors and managers in the powerful style to which they 
are accustomed. Inertia as well as dynamism can pro- 
duce take-over bids. 

For each-merger aimed at diversification, recent 
years have brought several aimed at concentration. 
Buying up competitors is not the only way to achieve 
a bigger share of a market;. historically, indeed, con- 
centration seems to have come about as often by the 
steady “differential growth” of technically and com- 
mercially progressive firms as by mergers. This con- 
tinues; it is inherently less noticeable. But behind the 
recent wave of mergers, which so much more drama- 
tically symbolise the whole process of business concen- 
tration, several special influences seem to have been at 
work. 

The access to a market that a merger can afford can 
be at least as important as the economies of scale in 
production that it may bring; and the British market 
was frozen into a peculiar rigidity during the period 
of wartime and peacetime controls. In a few in- 
dustries such as*brewing, licensing restrictions upon the 
total number of retail outlets and the tied house system 
have always meant that mergers were the only practi- 
cal way to increase one’s share of the market; some- 
what similar conditions ,though less formalised, held 
good in other trades for several years after the war, 
while allocation systems prolonged their pre-war pat- 
tern. When those controls were finally loosened, esta- 
blished concerns had an incentive.:to consolidate or 
increase their hold on the market by defensive mergers 
with others, while newcomers to the market found 
that they could gain and widen distributive-contacts 
with the market most readily by buying up other com- 
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panies less aggressive or weaker than themselves. In 
terms of publicity, again, it is often less expensive to 
bid for an existing corner in the market and build 
upon it than to establish a completely new “brand. 
image” from scratch. : 

It was no accident either, that the wave of mergers , 
began mainly in the distributive trades; no other part 
of the economy was more ripe for “rationalisation” 
and indeed for innovations in technique. It was in 
these as.the financial pickings of take-overs, were most 
apparent. Hidden property Values could be unlocked 
and utilised; economies of scale in management, stock, 
control, and particularly in the administration of hire 
purchase, could be secured. Marks and Spencer led the 
way in strengthening the distributor against the manv-, 
facturer, “integrating backwards” by sheer bargaining 
power rather than by financial link-ups: Mr Wolfson 
chose the merger. This concentration of ownership in 
distribution, parallelled and assisted by changing tech- 
niques such as self-service and the supermarket, has in 
the last few years begun radically to alter tht balance 
of countervailing power in the British market, away 
from dominance by the manufacturer. In its turn it 
has increased the incentive for another kind of defen- 
sive merger among manufacturers, 

‘For a while after the umbrella was lifted from many 
sheltered trades, the sellers’ market persisted; for many 
the problem was still to build up capacity as fast as 
the total market was growing so that increasing one’s 
share of the market could remain a second priority. 
But once the pace of general expansion slackened, in- 
creasing one’s share became the only -way to continue 
growing and to secure manufacturing and marketing 
economies of scale. The amount of competition that 
has developed over the last few years of surplus capa- 
city may not have been intense by traditional stand- 
ards, but it has seemed so to managers who have not 
been used to any for years. 

Nationally and internationally, moreover, , legisla- 
tion has suggested that competition will intensify. Dis- 
cussions about a free trade area ,and the fact of the 
common market, have brought the prospect of greater 
competition from abroad and greater chances to:com- 
pete overseas — but has also served notice that all the 
economies of scale one can achieve will be required to 
compete successfully. Industrialists have witnessed a 
rigorous interpretation of the Restrictive Trade Prac- 
tices Act, offering them less and less hope of justifying 
agreements of one kind and another not to compete. 
The cable makers have already admitted that their 
answer to the abandonment of price agreements is to 
merge ,and some other mergers in the field of metal 


. products. appear to have had the same motivation. 


Some clearheaded and cynical industrialists are pre- 
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pared to argue that there may be some ‘natural” de- 
gree of competition for any industry at any given stage 
of its development; and that if the limits to this are 
not defined by price agreement, they will be set by 
concentration of ownership. 

Bids breed rival bids; and mergers breed mergers: 
aggressive or defensive, the formation of one much 
larger group than before will promote the formation 
of others. Moreover, the pressure against restrictive 
agreements to limit competition from home and 


abroad has certainly not yet exerted its full force. In — 


more and more industries, today’s various springs of 
competition may well lead towards oligopoly, “compe- 
tition by the few”. In practice, in Britain in 1959, 
that may be less objectionable than it sounds in prin- 
ciple; even in principle, it is almost certainly less ob- 
jectionable than agreements not to compete among 
comfortable companies that make little attempt to seek 
further economies of scale one way or the other. Few 


THE ECONOMY 
} Firmly Upward 


Revision of the official index of industrial production for 
March and April: now confirms that output was showing 
quite a clear rise even before the budget, and the early in- 
dications for May suggest that the rise has gone on steadily. 
"The figures now put the level of activity at 109 (1954 = 
100) for March, 110 for April (a point better than was 
expected), and probably 110—111 for May. This is about 
5 per cent better than the level in May 1958, which lasted: 
most of last summer, and marks a clear advance on the level 
of 107 attained in November after the first reflationary 
measures began to take effect. The Central Statistical Office 
has now. recalculated this 1954-based index back to 1946 
(showing a total rise of about 60 per cent). The current 
level of industrial output is just topping the earlier peak 
level touched in September, 1957; it is about 2—3 per cent 
higher than the peak of the 1955 boom. 

Unemployment figures are the only indicators we yet 
possess reaching into June; they show a further marked 
improvement. The number of people unemployed fell by 
67.000 to 413,000, or 1.9 per cent of all employees in Brit- 
-ain, The fall represented 58,000 fewer wholly unemployed 
and 9,000 fewer temporarily stopped. Seasonally, a fall 
between these two months of only about 30,000 in the 
numbers wholly unemployed would be expected; so thesc 
figures, coupled with a rise of 37,000 in the number of 
vacancies on offer, mark a considerable real -reduction. 


a 


“Whesher the employment figures will now “catch up” by 
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liberal economists would argue that British industry 
or British trade could not possibly be more efficient 
than they are today; and so long as amalgamation will 
make them more efficient, so much the better. The 
eventual danger, obviously, is that the area and in- 
tensity of competition, as well as the number of com- 
petitors, may in its turn be reduced. If the consequen- 
ces of the Restrictive Practices Court’s outlawing of 
price agreements were to be price leadership by domin- 
ating firms in a wide range of industries, it would be 
logical to shift the balance, putting more emphasis — 
and more power — behind the Monopolies Commis- 
sion. That situation exists in some British industries 
already; neither the commission nor any government 
has ever decided quite how’ to deal with it. But it 
would be exaggerating to say that the current wave 
of takeover bids and mergers seems as-yet to have 
brought about price domination in many others. 








beginning to rise remains to be seen; these figures are sub- 
ject to considerable revision and their failure to move up- 
wards may merely mark some statistical lag. 

All regions benefited from the reduction in unemploy- 
ment, with Landon and South-Eastern again recording only 
1.0 per cent unemployed, though Scotland still’ shows a 
percentage of 4.0 and Wales one of 3.4. Even in 1956, when 
unemployment was at its lowest point since the war, more 
than 2 per cent of employees in Scotland were out of work. 


TAKE-OVER BIDS 
What Price Harrods? 


Apart from the shares affected by the various take-over 
proposals, the industrial stock market has lacked any firm 
direction. Excitement has been largely confined to the £ 1 
ordinary shares of Harrods. Shifts in market prices brought 
the rival bids of the House of Fraser and Debenhams close 
together in value: with the House of Fraser “A” shares 
standing at 41s, 3d, its bid’ of 2#/3 of “A” shares plus 20s, in 
cash was worth 123s. 1'/ed. for every Harrods share and 
with the Debenhams 10s. shares standing at 31s. its bid of 


four 10s, shares was worth 124s. 


But the 
values to 


Lament > a a 
a ad 


ice of the Harroc's shares climbed above these 
- hecause United Diapery Stores put in ar-- 
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other and a better bid. Its offer of seven of its 5s.. ordinary 
shares for every two Harrods shares was worth 134s. 9d. 
with the UDS shares standing at 38s. 6d. Like the House 
of Fraser and Debenhams it is offering at least 40s. in cash 
for the Harrods preference shares which have equal voting 
rights with the ordinary units. Apparently, had not -the 
House of Fraser made a bid, UDS would not have conside- 
red making one of its own. UDS seems anxious to preserve 
the Harrods business much in its present shape, being par- 
ticularly attracted by the potentalities of the store that is 
now being built in Birmingham. 

How far this competitive bidding for Harrods will go 
remains to be seen: Mr. Hugh Fraser seems prepared to car- 
ty on with the struggle, and over the week-end he improved 
on his ability to do so by announcing that the capital of the 
House of Fraser would be re-organised so.as to give the 
“A” shares full voting rights. This decision, Mr Fraser says, 
‘vas not prompted by the Harrods struggle, but its effect 
would be to put the House of Fraser bid in terms of voting 
on an equal footing with its two rivals. 

While the momentum of the Harrods struggle mounted, 
the conflict over Scottish Union and National Insurance 
never came to the sticking point. The Yorkshire Insurance, 
which has from the beginning said it would not indulge in 
competitive bidding, withdrew its offer, leaving the field 
open for the better bid, made in cash, of the Norwich 
Union. As the Yorkshire Insurance has now withdrawn, the 
directors of Scottish Union will recommend shareholders to 
accept the Norwich Union offer. They, like the directors of 

Harrods, were faced with an awkward dilemma and, like 
them, have behaved with propriety. 


EXPORT CREDITS 


A Race Better Unrun 


‘The Federation of British Industries has made a plea to the | 


Treasury and the Board of Trade to facilitate longer export 
credits in selected cases by extending official credit insu- 
rance to ten or fifteen years and by relieving the exporter 
from his remaining small share of the credit risk. The FBI 
is aware of the objections to proposals such as these, which 
manufacturers in all countries have been pressing for years; 
but it thinks that the deflationary turn of events through- 
out the world has changed the balance of priorities. The 
argument is dangerous and dubious. The worst thing that 
could happen in a period when the world economy is weak 
is a race in export credits. Mercifully, such a race has 
been avoided; it has been avoided because the official cre- 
dit insurance organisations that co-operate in the Berne 
Union have ignored pleas such as the FBI puts forward. 
The new problem in a recession is-shortage of buying 
power. The right remedy for that is the development loan, 
not the artificially extended banking credit. The much com- 
plained of competition from the US Export-Import Bank 
is in the form of such loans; the Berne Union countries 
agree that the conventions of the five year rule and the 
rest do not apply to this direct finance. The World Bank 
plays a big part in this field; private investors are beginn- 
ing to come back; and Britain has recently made greater 
use of facilities under Section III of the Export Guarantees 
Act. If Britain can afford to spare more capital to finance 
overseas development than is considered profitable and safe 
by the commercial community, it is surely better in this 
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way to keep it in the public domain altogether. There is 
nothing to be said for letting exporters, even selected ex- 
porters, draw on bank finance for long-term investment the 


success of which is thereafter a.matter of concern.only to 
the government. 


Icl 


Economist at the Top 


It was once observed, in a room at the top of Imperial 
Chemical Industries, that ”It is not on the whole an 
absolute disadvantage, in this organisation, to have been 
at some time or other a working chemist“; and non-scient- 
ists in less exalted niches in the hierarchy might consider 
that remark litotes indeed. Be that as it may, ICI last week 
announced that a non-scientist, Mr Stanley Paul Chambers, 
will succeed to its chairmanship when Sir Alexander Fleck 
retires at the end of February 1960. Mr Chambers is an 
economist by training and for pleasure; he ‘joined ICI in 
1947 from the direction of occupation finance policy in 
Germany — and, further back, from the Inland Revenue, 
where he is said to have been responsible for the idea of 
“Pay As You Earn”. Within ICI his interests were at the 
outset mainly financial, but as deputy chairman since 1952 
he has been increasingly concerned with the group’s huge 
capital investment programme. 

It is in this sphere of top management, particularly in 
so science-based an industry, that technical and economic 
questions are most intimately merged; research and devel- 
opment themselves, even in advance of “proposals to 
manufacture”, are in a sense only capital investment once 
further (and more riskily) removed. While many other 
companies in British industry are still pondering deeply 
about fitting scientists into the management pattern and 
on to the board, ICI, long past that stage, has been 
somewhat anxious in recent years about making enough 
use of the non-scientist. Economics as a discipline occupies 
somewhat uneasily a no-man’s-land between arts and. 
sciences; and if it retains elements of alchemy, as some 
rude scientists would suggest, cannot the same be said of 
ICI? There is certainly no higher pinnacle than this one for 


the economist to emerge at the summit of British industrial 
management. 


ALUMINIUM 
A New Partnership 


Aluminium is still in surplus but major producers are anx- 
ious t@ establish a firm contact with the British and Euro- 
pean markets in front of the day when the consumption of 
aluminium in these markets begins to catch up with the 
high rate of consumption in North America. That was the 
background to the long and bitter struggle over the control 
of British Aluminium. When Reynolds Metals and Tube 
Investments won that battle, the proposed link between 
British Aluminium and the Aluminium Company of Ame- 
rica (ALCOA) fell to the ground. Reynolds Metals had 
secured its access to the European market, ALCAN already 
possessed it through it¢ British subsidiary, Northern Alumi- 
nium, but ALCOA, the world’s biggest producer, was left 
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out, in the cold. It has not remained so for-long: with ICI 
it is tq forma holding. company, Imperial Aluminium, 
which will take over ICI’s aluminium plant.in South Wales 
at a value as yet'to be:agreed but probably in the region 
of £ 10 million. The. capital of this company, as in the in- 
stance-of British Aluminium, will be held as to 51 per cent 
by the British company and as ‘to 49 per cent by the Ame- 
rican concern. 

The plant in South Wales, manufacturing a wide range of 
semi-fabricated products, accounts in terms of capacity for. 
only about 8 per cent of the British market, compared with 
about 25 per cent for the Reynolds-T. I. group and about 
20 per cent for Northern. Aluminium. But its intentions 
seem to be aggressive as well as ambitious. ALCOA can 
provide technical know-how in aluminium to reinforce 
ICI’s experience in producing and selling non-ferrous me- 
tals and the far-reaching contacts of ICI’s sales depart- 
ments will provide ready access to the market. The Anglo- 
American groups have now sorted themselves out; and they 
appear ready to compete with each other. 


FINANCE CORPORATION FOR INDUSTRY 


The insurance companies and investment trusts that toge- 
ther with the Bank of England subscribed capital for the 
Finance Corporation for Industry after the war have be- 
come accustomed to bad news; this year the only solace 
Lord Weeks can offer them is that “I believe we have now 
covered the worst possibility”. Results of the current year, 
he hopes, will be quite good. But writing off past invest- 
ments (some of which might still yield something) has in- 
volved in the year to March 31, 1959, a clear loss of 
£ 2,196,190. This follows a loss of £ 902,322 in the previous 
year. But now there is no reserve left to fall back upon, 
and the loss has had to be carried forward. 


In an attempt to make good this deficiency of reserves, 
Lord Weeks is resorting to an intriguing balance sheet in- 
novation. So far FCI has financed its loans to industry 
almost entirely from bank advances, for which it has to pay 
the going rate. Its 2,500,000 shares of £ 10 each are only 4s 
paid. £ 500,000 in all. Naturally the insurance companies 
and investment trusts are reluctant to sink more capital in 
this financially unprofitable venture. Accordingly, the 
Bank of England has made available £ 5 million “paid in 
advance of calls”. This advance is included under issued 
capital; its repayment would entail application to’ the 
court for a reduction of capital. For the first five years of 
its duration, “the terms of the advance are particularly 
favourable to the Corporation”; it is understood that at 
present FCI is paying no interest at all. 


The Corporation’s task has never been an easy one. It 
handles big transactions and unlike its sister organization 
Industrial and Commercial Finance Corporation, it cannot 
get a good spread of risk. It has suffered a-few big and 
bad losses outside the steel industry, which remains FCI’s 
principal sphere of interest. Lord Weeks hopes that every 
skeleton is now out of the cupboard; his shareholders will 
hope so too. 
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MOTORS 
Output High, Exports Higher 


Despite the persistent interruption of strikes during May, 
production of cars and.commercial vehicles was sustained 
at roughly the same rate as in the previous month, when an 
all-time output record was set by the industry. Fewer ve- 
hicles were produced in May — 91,934 cars against 100,464 
in April, and 28,156 goods vehicles and buses against 
28,894. This is a decline of about eight per cent for the 
month; but May, which included the Whitsun holiday, con- 
tained only 20 working days, against 22 in April — a fall 
of over nine per cent in working time. Strikes reduced out- 
put at BMC, particularly of the Morris Minor. Elsewhere, 
there is every indication that the industry worked close to 
its full capacity for making cars throughout the month, and 
has continued to do so during June. The quickening of ac- 
tivity during April and May was sufficient to bring total 
production during the first five months of the year to a 
fractionally higher level than the total of the same period 
last year, thus fully offsetting the decline experienced du- 
ring the first quarter of this year. 

Having set an all-time record for car exports in April, 
the industry promptly broke that record in May, when 
60,349 cars and 12,995 commercial vehicles were shipped 
overseas. This brings total export of cars during the first 
five months to 234,936, compared with 217,448 in the 
same period last year. Car exports in May were more than 
half as much az the total for the entire first quarter of this 
year. This concentration on exports still appears to be 
starving demand at home to some degree, although the 
waiting lists for most models seem to have become slightly 
shorter in the past month. 


BANK CREDIT 


Turn in the Trend 


The rise in bank advances shows signs of slackening, but 
it is not over. At the mid-monthly make-up in June, which 
now supplements the special end-month statements of ac- 
count, the London clearing banks together showed a rise 
of only £ 23 million in gross advances; after allowing for 
transit items the rise was £ 29 million. This was kept down 
by repayments of £ 9. million from the State boards. In- 
creases in advances from September to May averaged £ 70 
million a month. In June moreover for the first time, two 
big banks, Lloyds and the National Provincial, showed a 
fall in advances. A turning point was also apparent in the 
investment portfolios. The total fall of £ 21 millon was 
notably smaller than in previous months, cushioned by the 
first apparent bank purchase. Lloyds bought £ 10 million, 
following its big sales in previous months. 

The upsurge in advances since the lifting of the credit 
squeeze a year ago has carried their total since mid-1958 
up by £ 553 million and their average ratio to deposits from 
around 30 per cent to 38,3 per cent. The bank that has 
made the running is Barclays, which a year ago had the 
lowest ratio of advances to deposits among the big banks. 
Its increase of. £..167 million has now carried that ratio 
from 273/s to 37*/s per cent. 
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INSURANCE 
Tell Motorists the Truth 


Aggregate figures ‘of the British: Insurance ‘Association, 
whose members transact 80 per cent of the home and over- 
seas business of the British insurance market, show a rise in 
total premium income of £ 83 million, to £ 1,425 million. 
That expansion of 6 per cent is notably smaller than has 
been recorded in previous years, but less of it arises from 
the inflation of money values. Total invested :life funds 
rose by £ 334 million to £.4,537 million and non-life funds 
rose by £ 45 million to £ 991 million. Since the figures 
refer to book values, they give no close picture of the dis- 
position of new funds. But plainly a substantial portion 
went into equities, which now represent 18.9 per cent of 
life funds at book value and 16.6 per cent of non-life funds. 
These ratios have patiently been built up from about half 
“the present level before the war. Gilt-edged stand slightly 
higher in the aggregate balance sheet than a year ago, fol- 
‘lowing a slow decline. The ratio is down again, to 22.4 per 
cent of total funds in both branches — compared with 39.2 
per cent in 1947, but 22.3 per cent in 1937. 

Overseas business, reports Mr Charles Trustam, retiring 
chairman of the Association, “continues to flourish”. Mr 
Trustam appears to be referring to volume of business. But 
the unprofitable underwriting experience in the United Sta- 


tes has been checked to some extent by approval of increa- 


ses in rates; and while accident results are still bad, the 
fire.departments report an improvement. The one depart- 
ment that returns consistently bad results is motor insuran- 
ce. In 1958 the companies’ motor premiums throughout 
the world totalled £ 260 million; possioly more than half 
were outside Britain. The collective underwriting loss on 
this business was almost £ 10 million. 

The increases in rates of which the motorist complains so 
bitterly still leave him subsidised. One wonders whether the 
insurance companies are doing the right public relations job 
on this. They refuse to publish details of motor business for 
each country. Since they insist that no country’s motorists 
are being asked to subsidise uneconomic insurance in an- 
other country it is difficult to see what embarassment the 
companies fear from telling the public the truth. 


S G BROWN LTD 


Denatwonalising an 


Instrument Maker 


An Admiralty decision to offer for sale S: G. Brown Ltd., 
the makers of gyro compasses, other gyro instruments and 
electrical equipment, has aroused political excitement both 
among the supporters of public ownership and among some 
more conservative opponents of take-over bids. The com- 
pany was bought by the Admirality during the war, be- 
cause its owners engaged in disputes with it that hampered 
production. After the war the Admiralty retained owner- 
ship, to preserve the company as “war potential’’, and also 


: perhaps ¢ to o keep in being an alsernative supplier to Sperry 


ee ee ee 
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Gyroscope, the country’s only producer of gyroscopic 
equipment before the war. 

Browns was acquired for-an agreed: price of £ 55,750, in 
1942, but its assets are now. worth some £ 1,250,000: the 
Admiralty, limiting itself to a 5 per cent dividend, has 
had to provide altogether £546,000 of capital for the com- 
pany, and a further £ 250,000 has been provided for in this 
year’s Navy Estimates (in November last year the company 
had an overdraft of £270,000). Over the last three years 
the company has averaged:a profit of £ 130,000 before tax, 
a reasonable but not exceptional rate of return on the capi- 

‘tal employed. Technically: it has a strong position in its 
field; apart from its. own succesful gyro-compass, it has a 
cross-licensing agreement with the Bosch Arma Corpora- 
tion, one of the largest makers of. gyroscopic equipment in 
the USA. 

The situation in the gyroscopic. instrument industry has 
changed somewhat since the war; the increased demand for 
this equipment in aircraft and missiles has led more com- 
panies of gyroscope equipment for aircraft, though sperry 
and S. G. Brown are still the only producers of marine 
gyrocompasses. This may be one reason why the. Admiralty” 
no longer feels-justified in retaining Browns apart from its 


_ change in policy on the retention of production capacity; 


there are a number. of large British companies: that could 
usefully add it to their instrument divisions. The Admiralty 
last week committed itself not.to sell to a foreign buyer or 
in such a way that it might be brought under. foreign’ con- 


.trol, which would presumably rule out any bid from Sper- 


ry, which is partly American-owned, or Bosch-Arma. Other 
conditions that the government committed itself to observ- 
ing included the protection of employment. for the com- 
pany’s workers and its continuance in being as a company 
able to develop precision engineering. Finally, the Govern- 
ment promised that it would assure itself that the deal 
would not increase any danger of the establishment of a 
monopoly even in a particular branch of Brown’s work. 


ATOMIC WEAPONS 


‘More Bombs 


The French ‘announcement that France’s first nuclear test 
explosion was imminent coincided with a statement made 
in. the House of Commons by the Paymaster General which 
can only be assumed to mean that a.sharp increase in nuc- 
lear weapon production is about to take place in this coun- 
try. The last year has seen the:commissioning in various 
parts of the world of one nuclear reactor after the other 
which has been conceived, built and designed solely for the 
production of military grade plutonium. In France, ‘both 
big reactors at Marcoule are now working with a potential 
output of 100 kilograms of plutonium a year; the gradual 
commissioning of the four Chapel Cross reactors in Britain 
is effectively doubling plutonium supplies here and a simi- 
lar six-reactor station is coming into operation piecemeal i in 
Siberia. 

Against this background, Mr Maudling’s statement that 
only one of the civil nuclear power stations would now be 
modified. to. inake this military grade of plutonium looks 
at first’ sight like a decision to retire from the nuclear race 
"(the exception is the Hinkley Point power station where 
work is too far advanced on the modifications). But what - 











Here’s a car that’s all car. It’s the vivacious Renault Dauphine. 


Look at her lines 


The sheer chic of her! Delightfully fashion-conscious and so elegant. 
Five sparkling colours to choose from. 


Look at her performance 


Speeding along at over 70 m.p.h., she hugs the road like a lover. 


In town and country she averages more than 47 glorious miles to the 
gallon. How’s that for economy! 


Look at her fitted extras 


Heater; demister; automatic starter; courtesy lights;. overriders; 
safety features, etc. etc. . 


Put your foot down-—insist on driving a Dauphine. Write to us at 
the address below for the name of your nearest demonstration dealer. 
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body encourages an 
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the government has in fact done is to exchange an insuran- 
ce policy, which might or might not have been taken ad- 
vantage of as circumstances made it necessary, for an 
assured source of supply. Under the agreement negotiated 
with the United States a month or so ago, Britain is to 
exchange plutonium — or rather: spent reactor fuel con- 
taining plutonium — against American uranium 235. The 
rate of exchange, however, is decidedly in Britain’s favour, 
one gram of plutonium against 1.75 grams of uranium 235. 
Allowing for the fact that uranium 235 is far the more 
convenient explosive to use and makes a smaller and more 
compact warhead, Britain gets nearly twice as much fissile 
material out of the deal as the United States. It also rece- 
ives it in a form that is particularly scarce and expensive to 
produce in this country. Atomic weapons can be produced 
from plutonium alone, without any uranium 235, but 
scientists do so*only when they have no other choice. 
French ;weapons production is bound to be handicapped 
until: France has completed the proposed diffusion plant for 
the production of uranium 235; at present only the site has 
been chosen and, even though the plant will arrive largely 


pre-fabricated, it must be some years before it is in- pro- 
duction. 


OVERSEAS TRADE 


Rise in Exports Widely Spread 


The sharp improvement in British overseas trade in April 
and May is almost certainly too good: to last. British ex- 
ports in May rose by £ 31/2 million to a: néw peak of 
£-299\2 million fob, making the average for the two months 
£ 297 million, 8/2 per cent higher than a year ago. Imports, 
thanks to .an.unexpectedly sharp drop in May, averaged 
‘£326 million cif, seven per cent higher than a year ago. 
With re-exports averaging £ 11 million fob. the apparent 
trade deficit was only £ 18 million a month, £ 1-million less 
than a year ago. During the coming months a. further 
growth in imports must be expected, for industrial expan- 
sion must eventually lead to a re-building of stocks, and 
British exports can hardly continue to grow at the recént 
rate,. The best that can be hoped for is that they grow al- 
most as fast- as imports. The detailed export figures for 
May provide some grounds for confidence. 


BUSINESS NOTES 


They show that the rise in exports was widely spread _. 


among the main commodity groups, whereas the April total 
was swollen by exceptionally large deliveries of ships, air- 
craft and submarine cable. While shipments of aircraft 


remained high in May, shipments of cars and chemicals set’ 


a new record and there was a substantial rise in shipments 
of commercial vehicles, machinery, wool and certain other 
textiles and other consumer goods. Exports were also well 
spread among markets, and there were further signs of re- 
covery in exports to the sterling area. 

Exports to Australia rose by nearly £ 20 million to £ 91 
million in May, while exports to New Zealand rose by £ 8 
million to £ 371/2 million. 

Taking April and May together shipments of road ve- 
hicles and aircraft, at £ 48'/2 million a month, were nearly 
£ 81/2 million higher than a year ago; non-electric machi- 
nery showed an increase of over £ 6 million to £ 57 mil- 
lion while electric machinery rose by nearly £ 3 million to 
£ 21.8 million. Shipments of chemicals were nearly £ 31/2 
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million higher at £ 25/2 million while shipments of tex- 
tiles, after lagging behind earlier this year, were slightly 
better than a year ago, and metals were also up. By re- 
gions, the outstanding markets remain North America and 
Western Europe. Exports, inchiding re-exports, to North 
America in April-May, at £58 million a month, were £ 16 
million higher than a year ago while exports to Western 
Europe rose by £ 10 million to £ 87 million, Exports to 
Latin America were unchanged at £ 13 million-a month, 
and total exports to the non-sterling area showed a rise 
of £ 24 million: to £ 186 million. Total exports to the ster- 
ling area, at £122 million a month, were still £ 2 million 
down on a-year ago, but have largely recovered the ground 
lost in the first quarter, when they were 14 per cent down 
on a year ago. 


INTERNATIONAL INVESTMENT 


Stockbrokers of Europe Unite 


Representatives of stock exchanges of the six common mar- 
ket countries and of Britain and Switzerland ended their 
two-day conference in Paris recently by setting up a per- 
manent committee to foster closer co-operation. A number 
of moves have been taken this year. The trend is obviously 
in that direction, and quotation of securities of other Eu- 
ropean countries has grown significantly on European 
Bourses this year. German, Swiss and American investors 
have been substantial net buyers. But important technical 
difficulties, some within the province of stock exchange 
authorities and some within the domain of government and 
taxation authorities, remain to be solved before portfolio 
imvestment across frontiers assumes large dimensions. It is 
good news that the London stock exchange is playing its 
full part in these discussions.. While Continental Bourses 
have taken the initiative in the recent moves for greater 
integration, they still tend to look to London as the biggest 
market — where any security quoted on a foreign Bourse 
may be dealt in, even if it has no London quotation. But 
so far, British investors’ interest in Continental securities 
has been very limited. 
Purchases of European stocks by American investors in‘ 
the first quarter of this year reached $ 85 million, ‘more: 
than in the whole of 1958. United States direct investment’ 
in Europe also rose, though the reflux of short-term capital’ 
across the Atlantic in response to rising interest rates re~ 
duced America’s net outflow of private capital. A still more - 
striking increase in purchases of foreign securities is shown, 
by German investors. Their purchases of DM 370 million 
(about $ 88 million) of foreign securities in the first quar- 


ter were as great as all previous purchases since these were 
permitted three years ago. 


STRATEGIC STOCKS 


Sales by Britain and U.S. 


Britain’s strategic stock of tin is now known to be 5,000° 
tons, equivalent to only about three per cent of world 
consumption but enough to meet British needs for about 
three months. All of it is-to-be sold-over a period. On 


_ July 1st the manager of the International Tin Council’s 


tl me 








buffer stock ‘took over the 2,500 tons of tin that he is to 
sell on behalf of the Board of Trade. In announcing the 
date of transfer, the Board also gave the council six months’ 
notice that it has a further 2,500 tons available for sale 
‘ from January ist, 1960 which ‘will complete disposal of 
the government’s stock of tin.*. After consulting the council 
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government will decide whether the remaining 2,500 tons 
will be sold through the buffer stock: or. directly through 
brokers on the London Metal Exchange. If necessary sales 
will be spread over several months. Prices weakened slightly 
after the news, cash tin falling to £790 a ton, but not 
necessarily because of it; the main influence may have been 
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the decline in American dernand for tin as the threat of — 


a steel strike drew closer. The tin council obviously 


believes that sales of strategic stocks will have less impact, 


on the market if handled by the manager of the buffer 
stock, and if and when the United States government 
decides to dispose of its surplus tin the council will hope 
that he will be allowed to act as agent. 

The American government has been pressed to sell its 
coconut oil to help relieve the shortage caused by the ef- 
fects of drought on world production of copra, and has 
now announced that it is to sell the whole of its strategic 
stock of this oil, amounting to 265 million lb (118,000 long 
tons) because it is no longer needed. Partly in anticipation 
of this sale prices of copra and coconut oil have been 
falling. Philippines copra for prompt shipment is now 
about $ 235 a ton cif Europe, $ 60 below its peak in May, 
and copra for August shipment has dropped to about $ 222 
a ton. The law requires that Congress and the public shall 
be given six months’ notice of disposal of strategic stocks, 
but the government apparently intends to ask Congress to 
allow it to start selling sooner than that. The government 
intends to sell at intervals of six-weeks,:offering from 
; 10 to 14 million lb at a time; even if it sold at the higher 

rate disposal would take well over two years. Bids that do 

not reflect “a fair market value” will be rejected. It also 
seems likely that the American government may sell some 
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of the perishable commodities that are surplus to stock- . 


' pile requirements, such as ‘rubber, fibres and other oils, 


next year. The bill approved by the House appropriations 
committee would have forced the government to sell some 
perishable commodities next year without buying replace- 
ments; the Senate committee’s bill gives the government 
discretion to sel] where this is in the national interest. The 
two houses have now to work out a componise bill and 
vote on it. 
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| STOCK EXCHANGE 
Ave et Vale 


After a decade as chairman of the ‘Council of the London 
Stock Exchange, Sir John Braithwaite has retired. As he sits 
back in the Rover car presented to him on his retirement by 
the members of the “House” he can look back on those years 
of change with nostalgia and with satisfaction. He came to 
‘office when private enterprise was in political disfavour and 
he has left office when “everyman a capitalist” is the mode. 
To have guided the affairs of a conservative institution, which 
clings dearly to its traditions whether bad or good, throughout 
those years, punctuated periodically by economic crises, is no 
mean accomplishment. To have set that institution on the 
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and in the light of the circumstances prevailing, the. 
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of reform and development is, perhaps, an even greater one. 
While Sir John has been in office, the compensation fund has 
been established, commission scales have been revised, public 
relations and public education on the meaning of the stock 
market have been vastly improved, a public gallery has been 
built, a cinema has been installed, the settlement department 
has been mechanised, and the first provision towards rebuild- 
‘ing the stock exchange has been made. 

Change is inevitable and as Lord Ritchie of Dundee, who 
has been a mémber of the council since 1947, succeeds Sir 
John im the chair he will have to think ahead to the changes 
that are to come. The jobbing system can creak badly at times; 
more must be done to publicise the activities of the capital 
market and to educate the public in its doings; the commission 
rates are far from perfect; more mechanisation and more in- 
formation, on the model of the New York Stock Exchange, 
are needed; members of the “‘House” have to think even more 
seriously about how the needs of the institutions, with their 
professional expertise, and those of the small investor, with 
his ignorance about the basic facts of investment, can be served 
at one and the same time; and the stock exchange itself ‘has 


_ to be rebuilt. Fortunately, it is clear that Lord Ritchie has 


already thought hard about these problems. 


SHORTER NOTES 


The value of new orders received by contractors in the build- 
ing construction industry totalled £378 million during the first 
three months of this year, according to the Ministry of Works, 
compared with £329 million in the preceding quarter and £339 
million in the same quarter of last year. This is the highest 
quarterly figure for new orders since the Ministry began issu- 
ing this series late in 1956; since prices in this industry have 
remained virtually stable over the past few months, it repre- 
sents a substantial potential increase over the level of building 
activity maintained throughout last year. Orders for new hous- 
ing totalled £175 million, of which private developers ac- 
counted for £101 million; orders for private industrial build- 
ing rose by nearly a. third over the Jevel of the previous’ 
quarter, to £51 million. ° 


The first completely separate course for advanced education 
in watershed management has been inaugurated at Colorado 
State University. Several universities have given courses in 
watershed management as part of their curriculum in forestry 
and forest management; but now the question of water supply 
is becoming so vital that its study is worth Bachelor’s and 
Master's .degrees, and ultimately even PhDs. The Charles 
Lathrop Pack Foundation has granted CSU $75,000 to finance 
the new unit. Many inquiries about such a course have been 
received both from the United States and abroad, and it is 
expected to draw all the students that can be accommodated. 


Another unit trust has been launched - the Commonwealth 
Unit Trust Fund, which, as its name implies, will invest in 
the securities of Commonwealth governments 2nd com- 
panies. On its board sits an ex-Chancellor of the Exche- 
quer, Mr Peter Thorneycroft, and his Financial Secretary, 
Mr Enoch Powell, the retiring City editor, Sir Oscar 
Hobson, and representatives of A.E.G. group of unit trusts. 
Tt is a cash fund, with the managers acting as agents and 
initially it is offering for sale 2,500,000 units at 10s. each. 
The estimated gross yield based on an equal: investment in 
a selected number of securities is £ 4 5s. 9d, percent, 
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ROLLS-ROYCE 


TWO problems now face the Rolls-Royce 
group. First, the substantial development 
expenditure which is required if the 
group’s prosperity is to be maintained will 
have to be found largely from sales rev- 
enue, and an increase in commercial turn- 
over is necessary to compensate for the 
decline in Government orders. Secondly, 
this increase in turnover has to be obtained 
at the expense of manufacturers in other 
countries, many of whom still continue to 
receive substantial support from their 
governments. Lord Kindersley, the chair- 
man, cites the American aircraft industry 
as an example of strong government sup- 
port — 85 per cent of its business still comes 
from the government in comparison with 
50 per cent in the United Kingdom — a 
percentage, moreover, which is likely to 
decline in the future. 

Rolls-Royce is, however, facing up 
squarely to these problems; shareholders 
should not be surprised if the increase in 
development expenditure reduces for some 
time at least earnings available for distri- 
bution. Higher research costs have already 
had their effect on profits: last year, 
though sales revenue rose by more than 
£4 million to £96,390,000 and the trading 
surplus advanced from £9,432,000 to 
£,9,626,000, the improvement was not suf- 
ficient to cover higher development charges 
and the net profit declined from £ 2,320,000 
to £ 2,087,000, even though tax was more 
than £500,000 lower at £2,520,000. 

The group has already has some success 
in reorienting its sales and last year the 
increase in work on civil aero engines more 
than offset the reduction in government 
contracts. Among the other sections of the 
business the motor car department found 
trading conditions much improved with 
the ending of the credit squeeze and 
exports, particularly to North America, 
were a record. The development of the 
rocket motor progressed, whilst the nuclear 
engineering section is continuing to co- 
operate with Vickers and Foster Wheeler 
in the development of nuclear components 
for naval vessels. 

Commenting on prospects for the current 
year Lord Kindersley expects that turn- 
over will compare fotazdle with 1958, 
Outstanding orders at the year-end were 
£1 million higher at £113 million. New 
orders for aero engines were, however, 
being received at a somewhat lower rate 
than in recent years, reflecting the extent 
to which the Seinaines of Rolls-Royce in 
the civil market are tied up with those of 
Vickers-Armstrongs, its most faithful 
customer. Research and development ex- 
penditure is expected to be higher than it 
was last rex and Lord Kindersley says 
that it will be a "considerable achievement” 


if profits for the year can be maintained 
at the 1958 level. As earnings cover the 
20 per cent dividend only just over 1% 
times, the 100 per cent scrip issue seems 
unlikely to usher in a bigger effective 
payment. The £1 ordinary shares at 93s. 
9d. yield 4% per cent. 





COMPANY AFFAIRS 


COURTAULDS 


THE decision by the directors of Courtaulds 
to raise the ordinary dividend by 8 to 92/3 
per cent in the face of a decline in the 
group’s. total income of £13,918,669 to 
£ 13,539,335 must certainly be taken as a 
gesture of confidence in the future. The 
full accounts and the statement by the 
chairman, Sir John Hanbury-Williams, spell 
out the reasons for this confidence. Sir 
John points out that though the decline in 
earnings, which he believes has now been 
arrested, was relatively small there were 
some significant changes in the earnings of 
the constituent divisions of the group. 
Earnings from continuous viscose filament, 
both in the industrial and textile sectors, 
have shown a considerable decline, but 
this and the poorer results from the textile 
fabric divisions have been offset to a large 
extent by the recovery in profits from sales 
of viscose staple as well as by the improve- 
ment in the trading results of the two sub- 
sidiaries, British Celanese and Courtaulds 
(Canada). 

This is of course accounting for the past 
but Sir John in his statement draws aten- 
tion to several encouraging factors for the 
future. Demand for the company’s in- 
dustrial yarns has been picking up, so much 
so indeed that the division has in the last 
few months been working at full capacity; 
the tyre industry is at the moment the 
biggest customer of this division but the 
demand from the conveyor belt manu- 
facturers is on the increase. Textile sales are 
beginning to benefit from the establishment 
of a new marketing organisation which has 
put Courtaulds in closer contact with the 
retail trade. Although exports of fabrics 
have continued to fall sales in the home 
market are "slightly better”. Demand for 
"Fibro”, the company’s viscose staple, has 
improved and the production of ’Courtelle” 
was started in February. Costs of produc- 
tion have been brought down by the 
vigorous implementation of the policy of 
concentration and rationalisation which 
followed on the merger with British 
Celanese. Finally Courtaulds has been very 
active in acquiring new interests outside 
the rayon industry. 


WATNEY MANN 


HIHG hopes of a more dynamic policy from 
Watney Mann following the threatened 
bid by Mr Charles Clore, pushed the price 
of the £1 ordinary shares to an all-time 
high of 77s. Mr Clore’s withdrawal natur- 
ally led to a reaction and the price fell 
10s., but it still remained well above his bid 
price of 60s. The price was held up to 
some extent by the hope that the interim 
report would bring cheering news to 
shareholders about the value of the assets 
of the group, but when the statement came, 
announcing a maintained interim dividend 
of 7% per cent and promising a detailed 
a about ~ re-valuation of assets 
and the formation of a property com > 
the market price fell back to 65s, 6d. =“ 











Business, the directors say, has improved 
since the budget, and the benefits from the 
merger with Mann Crossman and the 
closing of the Stag brewery at the end of 
May are just beginning to accrue. All the 
signs are encouraging, but the present price 
of the shares implies that shareholders are 
expecting something far more dramatic 
and dynamic from the directors. 


BOOTS PURE DRUG 


THE yield of 3% per cent on the 5s. ordin- 
ary shares of Boots Pure Drug standing at 
22s. 6d. is low-but it is no lower than that 
offered by the equities of other growing 
multiple retail stores. Boots, the chair- 
man, Mr J. P. Savage confesses, works on 
a low retail margin of profit. It, however, 
secures the advantages which accrue to a 
vertically integrated organisation. Its pro- 
fits, therefore, turn on the level of sales 
which can be achieved. In the early part of 
the financial year which ended on March 
31st last, turnover was not rising quickly 
enough to offset the effect on profits of 
higher operating costs and lower retail 
prices, but later in the year there was a 
substantial improvement in trade, especially 
at Christmas, with the result that the 
trading profit, before all charges, rose from 
£7,463,945, to £7,545,512 and the net profit 
advanced from £2,095,176 to £2,442,241. 
Sales and profits, apparently are continuing 
to improve at least in the home market. 

Export sales, however, have fallen sharp- 
ly and it must seen unlikely that they will 
pick up substantially again as more and 
more countries begin te rely on local manu- 
facture. Boots, like other aggressive con- 
cerns, is etablishing its own local manu- 
facturing subsidiaries abroad. This process 
and the need to modernise and develop its 
stores in the domestic market has led to 
substantial capital- expenditure by the 
group: in the last financial year this ex- 
penditure came to £2,7000,000 and capital 
commitments at the year-end were of the 
order of £ 2,000,000. It is, of course, upon 
such expenditure that the growth of Boots, 
which unlike other multiples has not been 
active in seeking to merge with competing 
concerns, is based. That is why in buying 
the shares at the present price investors are 
looking beyond the dividend of 16 per cent 
paid for 1958-59 towards the restoration 
of the rate of 18 per cent which was paid 
on the capital before the 25 per cent scrip 
issue was made. 


METAL BOX 


DESPITE price reductions over a very wide 
range of products, an increase in wages 
to all hourly-paid employees and impro- 
vements in amenities and working condi- 
tions for all employees, the gross profits 
of Metal Box advanced by more than 
£700,000 to £7,826,000 in the year to 
March 31st. This achievement was made 
possible. by an expansion of more than 
£2 million to £57,758,000 in the value of 
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sales; the increase in the volume of sales 
was considerably more. With the net profit 
the directors have raised the ordinary div- 
idend from 11 per cent to 13 per cent. 
Earnings cover this payment more than 
three times and now a 50 per cent scrip 
issue is proposed. 
- ‘The price of the £1 ordinary shares has 
risen from a low of 67s. this year to 80s. 
6d., offering a yield of only 34 per cent. 
‘Throughout recent years the group has 
expanded steadily, spending a good deal on 
capital account. At the year-end outstan- 
ding capital commitments amounted to 
{2.7 million, but these were amply covered 
by the group’s liquid resources of more 
than £4 million. The development plans 
certainly suggest confidence, though at the 
same time the chairman, Sir Robert Barlow, 
recognises that profit margins are likely 
to be squeezed in the current financial 
vear, particularly if the group sticks to its 
policy of reducing prices wherever possi- 
ble. Demand for cans is expected to in- 
crease; in the paper products division of 
the business the depressed conditions show 
some signs of coming to an end; and the 
plastics division is continuing to expand. 
‘There are thus solid grounds for investors’ 
“Gonfidence in the Metal Box equity. 


LONDON 
AND OVERSEAS FREIGHTERS 


LAST year, when the chairman of London 
and Overseas Freighters, Mr Basil Mavro- 
leon, reported — for the first time in the 
group’s ‘history — a fall in the operating 
surplus, he forecast that two years would 
pass before tanker freights recovered. Now, 
after a year in which shipping freights 
have been steadily slipping to ever lower 
depths, he still speaks of “no material 
improvement in less than two years.” But 
he refuses to join the ranks of the pessi- 
mists who, he points out, speak in terms 
of a much longer period. The rise in the 
group’s operating surplus from £ 2,969,204 
to £3,418,403 mainly reflects the policy 
of long-term charters which the company 
entered into in 1956. These charters cannot 
jasc forever and to find profitable em- 
ployment for those ships which are now 
free or soon will become free is “next to 
impossible,” says Mr. Mavroleon. So far, 
however, the group has not laid up a 
single ship. 

‘The maintained dividend of 
(which is three times covered 
and results in a yield of 6.2 per cent at 
the current price of 15s.) reflects the 
directors’ wish that shareholders’ should 
benefit from the group’s present pros- 
perity. But Mr. Mavroleon warns ‘that in 
difficult times “the company’s resources 
must be preserved to protect the long- 
term interests of sharcholders” even at the 
expense of some reduction, or even sacri- 
fice ,of dividends.” To what extent this 
presages a cut in next’ year’s dividend 
remains to be seen, but current profits are 
running at a “satisfactory” level. 

The prolonged uncertainty of freight 
markets has forced the company to revise 
its building programme and orders placed 
with Austin and Pickersgill, in which the 
company had a 50 per cent interest, for 4 
dry cargo vessels have been postponed for 
two years. The only new addition to the 


20 per cent 
by earnings 


fleet last year was a 19,000 ton tanker which 
has started its trading life on a charter 
providing profitable employment for some 
time. LOF’s subsidiary in Bermuda, London 
and Overseas Tankers, which took delivery 
of its first ship at the end of last year and 
its second early this year, has arranged 
charters to keep them employed only until 
the middle of next year: but so far no 
employment has been found for the four 
34,000 ton tankers now under construction 
in Sweden. The two bulk-carriers being 
built in Western Germany should be com- 
pleted by 1950 when they will begin trading 
on an eight-year charter. 


BRITISH AND 
COMMONWEALTH SHIPPING 


BRITISH and Commonwealth Shipping’s 
regular cargo and passenger services may 
have helped to cushion the company’s earn- 
ings from the worst knocks of the slump 
in freight rates. But its consolidated profits 
before tax fell last year from £9.5 million 
to £48 million and its net profits from 
£ 4,815,000 to £2,454,000. This substantial 
fall in earnings adds to what the chairman, 
Sir W. Nicholas Cazer, calls the ’balance 
of payments” problem, which is the bane 
of many shipping companies these days 
when falling income in a depressed market 
fails to cover the needs of a weighty capi- 
tal investment programme. The gap be- 
tween net cash inflow, which amounted 
to £,7,805,000, and outgoings,of £ 12,056,000 
has up to now been bridged by the sale 
of investments (amounting to about £6 
million last year); but with current rates 
of profit “considerably less” than a year 
ago the question of finance is obviously 
of mounting importance. The chairman 
does say, however, that this year’s capital 
expenditure was more than normal and 
“the means should be available’ ’to meet 
the planned replacement programme. Out- 
standing capital commitments stood at 
£. 27,900,000 at the end of December, com- 
pared with £37,950,000 the year before. 
Just what proportion it is hoped will be 
met by future earnings is, at this stage, 
problematic. 

The balance sheet shows that in addition 
to the sale of investments, tax reserve 
certificates were reduced from £ 3,050,000 
to £456,000, while the cash balance went 
up from £5.6 million to £7.3 million. 

Last year the group extended its aircratt 
interests, accepting the delivery of two 
Britannias, and a new Viscount is due for 
delivery this month which will bring the 
group’s air fleet up to five: the two new 
3ritannias are to operate with Hunting- 
Clan under a trooping contract. The main- 
tained 20 per cent dividend, which 1s 
almost five times covered by earnings, 
gives a yield on the 10s. ordinary stock 
units now standing at 40s. 9d. of almost 


5 per cent . 


PYE 


PYF, the radio and television manufactur- 
ers, is to raise about £ 3,750,000 by a rights 
issue of ordinary shares. The new issue is 
partly a funding operation to pay off bank 
overdrafts and partly aimed at financing 
further expansion. The terms are likely 
to be announced at the extraordinary 
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meeting on July 9h which will authorise 
an ‘increase in the company’s capital from 
£,6,000,000 to £9,000,000 by the creation 
of 12,000,000 5s. ordinary shares. The direc- 
tors say that the balance of the new shares 
that will remain after the “rights” issuc 
will be held ”ready for issue in association 
with any acquisition or for subsequent issue 
to ordinary shareholders.” The rapid ex- 
pansion in the renting of television sets has 
forced the firm to borrow from the banks 
on a substantial scale; at the same time Pye 
has increased its holding in British Relay 
Wireless and Television and has made 
further substantial investments in the Com- 
monwealth, In Australia and New Zealand 
the group plans to build new factories; 
and funds are also needed for the establish- 
ment of production and selling facilities 
inside the European Common Market and 
for investment in television stations over- 
seas. 


CHARTERHOUSE 
INVESTMENT TRUST 


THE CHARTERHOUSE Investment Trust has 
sold 1,000,000 of its shares in the Charter- 
house Group for approximately £ 1,350,000 
and the directors intend to retain the 
balance of 500,000 shares as a permanent 
investment. The proceeds of the sale — 
which produced a capital profit of about 
£270,000 — will be reinvested “in high 
class securities without jeopardising the 
maintenance of the 12 per cent dividend 
rate.” The balance sheet shows that the 
Trust’s portfolio of investments is worth 
at market prices 61 per cent more than the 
book value. The full accounts, which 
cover the period from November 12, 1957, 
to April 30, 1959, show that the income 
before tax was £269,242, compared with 
£197,585 in the previous twelve months. 
Investments at £1,820,809 compare with 
£1,696,720 in November 1957, and shares 
in subsidiaries, including’ those since sold, 
remain at £ 1,738,333. The total dividend 
for the 17 2/3 months period is 18 per cent 
and a 12 per cent dividend for the current 
year is forecast, so that at 58s. 3d. the £1 
ordinary stock units yield 4.2 per cent — 
a typical yield for a sound investment 
trust. The £ 1,000,000 ordinary capital is 
to be converted into 4,000,000 ordinary 
shares of Ss. each — one example of Sir 
Nutcombe Hume's desire to attract the 
small investor. 


FRIARY MEUX 


THE £1 ordinary shares of Friary Meux, 
the brewers, are quoted at S6s. 9d. to 
yield 47/8 per cent — a low yield for the 
brewing industry even granted the specu- 
lative buying which has led to quite sharp 
rises in prices in recent weeks. The yield 
is based to some extent on the excellent 
record of the group since the merger in 
1956 between Meux and Friary Holroyd. 
For the year to March 3lst, last, there 
was a further improvement in the net pro- 
fits: they rose from £361,290 to £423,482, 
excluding pre-acquisition profits of £40,917 
in the latest financial year. The dividend 
has been raised from 13 to 14 per cent and 
earnings of 25 per cent give a rather 
stronger cover than is usual for a brewery 
concern. 
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BOOTS PURE DRUG COMPANY LIMITED 


RETAIL SALES INCREASED BY 5.8 PER CENT 
EFFECT OF PURCHASE TAX REDUCTIONS 
MR J.P. SAVAGE ON THE CHALLENGE OF RESEARCH 


The Seventy-First Annual General Meet- 
ing of Boots Pure Drug Company Limited 
will be held on July 22, 1959. The follow- 
ing is a Statement by the Chairman, Mr 
J. P. Savage, which has been circulated 
with the report and accounts for the year 
ending March 31th, 1959: 


THE BOARD 


Mr H. S. Hibbins (Vice-Chairman) and 
Mr S. Harker-Smith (Director) have re- 
signed from the Board having reached the 
Company’s normal retiring age. Both of 
them have spent the whole of their work- 
ing life with us and their contribution to 
our expansion has been invaluable. It is the 
wish of all of us that they will enjoy a long 
and happy retirement. 

Three new Directors have been appoint- 
ed—Mr R. M. Dickson, Mr K, H. Harper 
and Mr K. D. Williamson—all of whom 
started their career with the Company 4s 
trainees. Their wide experience and intim- 
ate knowledge of our business will be of 
considerable help to the Board. 


SALES 


These were an_ all-time record and 
amounted to £82 million, an increase of 
£ 3,200,000 or 4 per cent. 

Actually, in the Retail shops the increase 
in sales was 5:8 per cent but this was parti- 
ally offset by a recession in the Wholesale 
and International Divisions. 


PROSPERITY BONUS 


In my speech to the shareholders last 
year I said we proposed to put this bonus 
On a permanent basis. A new scheme has 
been introduced for the payment of what 
will be known as a PROFIT EARNING’ 
bonus. This sets aside 8’ per cent of the 
pre-tax profits of the Company for distri- 
bution to the staff based on salary and 
length of service. 

The old bonus absorbed approximately 
7% per cent of such profits which means 
the staff now have a greater share and in- 
terest in our continued prosperity. 

The cost of the new Scheme this year 
amounts to £464,280 against £414,927. 
Your Directors are very pleased thus to 
acknowledge the hard work and loyalty 
of the staff (now numbering 40,000). 


PROFITS 


The _profits of the Group before tax 
amount to £ 4,997,839 compared with 
£5,057,350 for the previous year. In ar- 
riving at this year’s profits we have charged 
the-loss estimated at £350,000 incurred on 
our retail stocks as a result of the reduc- 
tions in the Purchase Tax made in the 1958 
Budget. 





In the first six months of the year sales 
did not show the increase we would have 
hoped for, so that there was a rise in the 
expense ratio. There was however a real 
improvement in the second half of the year. 

This improvement in sales, together with 
certain specific measures we have taken to 
reduce our expenses, has meant that most 
of the ground lost in the first six months 
of the year was retrieved by the year end. 

Having regard to the widespread nature 
of our activities "We operate on a very 
narrow profit margin. This is deliberate in 
the sense that it has always been our policy 
to give our customers the best value we can 
by selling our own goods at the lowest 
possible prices. But inevitably this means 
that in times when prices tend to be stable 
or even falling but costs and expenses con- 
tinue to rise, profit margins are reduced. 
You may be sure that your Board is aware 
of this tendency and that all possible steps 
are being taken to reduce costs. , 

Depreciation charged on freehold and 
leasehold properties and on plant and 
fittings in arriving at the profits amounts 
to £1,467,991 compared with £ 1,369,254 
in the previous year. 

Tax provided has fallen from £ 2,962,174 
to £2,555,598. This fall reflects both the 
change in the basis of the Profits Tax made 
last year and. which applies for the first 
time to this year’s profits, and the re- 
duction in the standard rate of income tax 
to 7/9 made in this year’s Budget. The in- 
come tax provided in the accounts is the 
tax which will be paid on Ist January next 
on the profits as included in the accounts; 
this tax will be charged at the new rate 
of 7/9. Even at this figure, with profits tax 
at 10 per cent the total tax is 9/9 inthe £ 
which, in my opinion, is still far too high 
a proportion of the earnings of any Com- 
pany. 

\s a result of the fall in the tax pro- 
vision, the net profits of the Group have 
increased by £347,065, from £2,095,176 to 
£2,442,241. Of this latter figure £369,578 
has been retained by the Subsidiaries and 
£2,072,663 represents the profits of Boots 
Pure Drug Co. Ltd. 


DIVIDEND 


We propose paying a final dividend of 
10 per cent making a total with the interims 
already paid of 16 per cent for the year. 
These dividends are on the capital as in- 
creased by the scrip issue of one for four 
made last July and they are equivalent to 
20 per cent on the old capital as against 
i8 per cent paid last year. 

At the time we paid the two interim 
dividends of 3 per cent on the capital as 
increased by the scrip issue, we stated quite 
specifically that the dividend was being 
maintained at this rate solely to reduce the 





disparity between the interim and final 
dividends. Nevertheless we are glad to have 
been able to make an increase in the total 
dividend distributed for the year. 


RESERVES 


Of the Group profits of £2,442,241, 
goodwill written off amounts to £11,000, 
dividends on preference and ordinary 
shares to £ 1,281,231, leaving a balance of 
£1,150,010 profits retained in the business. 
‘This compares with £967,855 retained in 
the previous year. If we add the deprecia- 
tion of £1,467,991 deducted in arriving at 
the profits, the total funds retained this 
year amount to £2,618,001 compared with 
£2,337,109 in the previous year. 

CAPITAL EXPENDITURE 

Our capital expenditure for the year has 
amounted to just over £ 2,700,000 compared 
with about £ 2,400,000 in the previous year. 
The increase reflects for the most part 
progress with the retail modernisation pro- 
gramme to which I have referred on a 
number of occasions in the past. We have 
financed virtually the whole of this year’s 
capital expenditure out of funds retained 
in the business. 

The rise from £1,349,000 to £2,052,000 
in outstanding commitments reflects the 
placing during the year of the contract for 
the construction of the new Administrative 
building in Nottingham. 


STOCKS 


Stocks show a small decrease and we feel 
it is a considerable achievement to have 
_been able to support a sales increase of 
£ 3,200,000 without any additional stock 
investment. All sections of the business im- 
proved their rates of turnover and so con- 
tributed to the general plan of improving 
efficiency in the use of the vast sums em- 
ployed to finance the goods in which we 
trade. 


CASH POSITION 


As a result of our success in holding the 
level of our stocks in the year under re- 
view and the fact that our capital ex- 
penditure has almost been met out of the 
funds retained in the business, our cash 
position at the end of the year shows little 
change as compared with the previous 
March 3lst. 


RETAIL PROGRESS AND 
DEVELOPMENT 


Our retail sales increased by 5:8 per cent 
but the true increase in our volume of trade 
was considerably greater than this. The 
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Purchase Tax chariges made by the Chan- 
cellor in his 1958 Budget, just at the start 
of our financial year, reduced our gross 
takings by more than 3 per cent and this 
proportion of our volume had to be made 
good before we mn to show any in- 
crease. The lower prices helped our sale of 
cameras, leather goods and greeting cards 
but had little influence on cosmétie sales. 

Our rate of progress improved steadily 
throughout the year, the accumulated sales 
increases at the end of the successive 
quarters being 4:1 per cent, 4:8 per cent, 
§:1 per cent and finally 5:8 per cent. It will 
be evident from these figures that we en- 
joyed very successful trading at Christmas, 
in spite of the widespread and persistent 
fog, and that we were further helped by 
what might be described as good chemists’ 
weather in the early months of this year. 
We dispensed over half-a-million more 
prescriptions than in the previous year and 
great credit is due to our managers, dis- 
pensers and other staff for the way in 
which they coped with the heavy load of 
work during six exceptionally busy weeks 
in February and March. The inerease in 
the sale of our own medicinal, toilet and 
agricultural products, helped by the intro- 
duction of some highly successful new lines, 
has been most encouraging, Our ’Fatms 
and Gardens’ and Photographic Depart- 
ments both made outstanding contributions 
to the final result, but I am glad to say that 
all departments shared in the increase, 

Last September, and again in pay this 
year, we announced substantial reductions 
in the selling prices of some of the leading 
lines of our own manufacture. These re- 
ductions, which were made possible either 
by reduced costs or improved manufactur- 
ing processes, were enthusiastically received 
by our own staff as well as our customers 
and will, I hope, be accepted as further 
proof of our determination to offer the best 
possible value at all times. 


The Retail Development Programme, 
which I announced two years ago, has 
continued throughout the year according 
to plan. Fifty-six shops were substantially 
altered or refitted, amongst the most not- 
able being those at Church Street, Liver- 

ool; Shandwick Place, Edinburgh, and at 

NValsall. New shops were opened at Swiss 
Cottage, London, and in the New Town 
centres of Harlow, Stevenage and East 
Kilbride, in addition to three smaller ac- 

uisitions in other parts of the country. 

Seven branches were transferred to new and 
bigger premises and four were elosed, 
' Eneouraged by our customers’ reactions 
to new methods of selling we are continu- 
ing to install self-selection fittings where 
appropriate and during the year a further 
thirty-two shops were equipped in part in 
this manner. 

In the present year we are embarked 
upon a big programme including large new 
stores in Birmingham, Bristol and Lough- 
borough. These are all scheduled for open- 
ing before Christmas, and the Biringhen 
store will be our biggest so far, Work has 
also started on rebuilding or large-scale 
extensions at Northampton, Cambridge, 
Bury St. Edmunds, Gloucester, Stafford, 
— and Lewisham. We are also pushing 
ahead with the modernisation of our 
smaller shops, but we regard it as even 
possible standard of service in all branches, 
whether old or new. TT eae 


more important to rhaintein the highest 





PURCHASE TAX 


A further reduction in the Purchase Tax 
was made by the Chancellor of the Ex- 
chequer in this year’s Budget and we re- 
dueed our retail prices immediately the new 
rates were announced, Although we wel- 
comed the reduction in the tax, the manner 
in which it is collected has meant that 
once again we have had to take a sub- 
stantial loss on our tax paid retail stocks 
and this will be reflected in the profits of 
the coming year. Since 1953 successive re- 
ductions in the Purchase Tax have involved 
us in losses- totalling three-quarters-of-a- 
million pounds. This has come out of the 

ockets of our shareholders instead of 
eing paid as it ought to have been by the 
Exchequer. It would be quite wrong to 
oy that we should not reduce our prices 
when the Purchase Tax comes down, or 
that we ought to make a profit out of our 
customers when the Purchase Tax goes up, 
as in neither case will competition or 
public opinion allow us to do this; nor 
would we wish to do so, 

In a yeat in which the Chancellor of the 
Exchequer has once more expected us to 
finance his tax reductions for him, it would 
not perhaps be inapproptiate to remind 
him that he has once again failed to imple- 
ment the recommendations of the Tucker 
Committee and of the Royal Commission 
on the Taxation of Profits and Income 
that the taxation allowances at present con- 
fined to industrial buildings should be ex- 
tended to commercial buildings as well. 


STUDY OF METHODS 


It has been the settled policy of the 
Company for a long time to use every 
opportunity of improving our ouwn effi- 
ciency by studying methods and develop- 
ments not only in Great Britain, but also 
overseas. While there is plenty to learn in 
Europe, we find thet America is the richest 
field of enquiry. In consequence, the 
Directors are sending a number of people 
to America each year and this is a good 
opportunity to acknowledge not only the 
benefit we get from these visits but also 
the very generous welcome and help we 
always receive from so many friends and 
even strangers all over the United States. 


DISTRIBUTION 


Last summer we completed a 64,000 

uare foot extension to our Heywood 

anchester Warehouse. We get three 
major benefits from this: better balance of 
our distribution over the country as a 
whole, greatly improved efficiency at Hey- 
wood and better service to the branches 
supplied. by this warehouse. 

Although we have made big strides in 
distribution technique in recent years there 
is still much to do. Research and develop- 
ment leading to improved methods go on 
continually and we see a long period of 

rogress ahead in cutting the cost of distri- 

ution. 


SUPPLIES 


Any large organisation calls on a great 
many trades for its supplies and we certain- 
ly do this beth for raw materials and 
inished goods. : 

We eppreciate the help and close co- 
operstion our suppliers give us and especi- 
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ally the way they respond to the emetgen- 
cy calls an epidemic can produce. 


RESEARCH AND PRODUCTION ~ 
DEVELOPMENT 


As manufacturers and suppliers of me- 
dicines and preparations for use in -agri- 
culture and horticulture, we operate in a 
highly competitive field. There:is an ever- 
growing need continually to improve the 
lines in our inventory and. to introduce 
new specialities. The outstanding successes 
of new chemo-therapeutic substances, espe- 
cially in the last two decades, have trans- 
formed the practises of human and 
veterinary medicine and assisted very 
greatly in increasing the efficiency of 
agriculture and horticulture. Substantial as 
this progress has been much remains for 
further improvement and the suecess of 
new products stimulates even more the 
desire for newer and better ones. These 
can be produced only through research 
and development. We have accepted this 
challenge and, like the other leading phar- 
maceutical and chemical manufacturers of 
this country, are now ploughing back a 
very considerable proportion of our profits 
for this purpose. We have been handi- 
capped to some extent by the need to fre- 
place and enlarge much of our laboratory 
facilities, Our fine new research building 
for pharmacology, bacteriology, virology 
and parasitology, begun in the autumn of 
1956, has just been completed at a cost of 
£750,000 and we are now turning our at- 
tention to the improvement and enlarge- 
ment of our facilities for chemical research 
and development. 

The Hinchliffe Committee in their 
recent report on the cost of prescribing 
comment on the inadequacy of the amount 
of money spent on pharmaceutical research 
in this country in comparison with the 
much greater amount expended in the 
United States, Undoubtedly the ability of 
the American companies to support very 
large research budgets, which in the long 
run are bound to be correspondingly more 
successful in producing new drugs, is due 
mainly to their large and prospérous 
domestic market in which they can. sell 
their products with high profit margins. 
The British manufacturers with broadly 
speaking only one domestic customer, the 
National Health Service ,enjoy no such 
advantage. While the Government should 
naturally be concerned about the ineregs- 
ing amount of the Drug Bill they must at 
the same time re¢ognise that new drugs 
are very expensive to produce and thet the 
expenditure on the long and costly re- 
searches which providethem ean be recever- 
ed only from profits, It is refreshing to find 
that the Hinchliffe. Committee have ac- 
cordingly recommended that any pricing 
arrangements between the Ministry _ of 
Health and the British pharmaceutical in- 
dustry should be designed to make full 
allowance for gentiine research expenditure 
so as to enable a vital industry to make its 
maximum contribution to the development 
of drug therapy and also .to the export 
trade. 


INTERNATIONAL DIVISION 


Our exports from the UK suffered. a 
sharp decline, largely due to import restric- 
overseas countries 
as increasing cofn- 


tions imposed by — 
during the year as wel 
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petition. However, we have made great 
effarts in recent years to expand our over- 
seas manufacturing resources and most ot 
out overseas Subsidiary Companies have 
been able to improve on their last year's 
turnover, despite these limitations on im- 
ports. A good example of the increasing 
reliance placed on local manufacture is that 
no less. than 96 per cent of our Indian 
Company’s turnover last year came from 
goods manufactured in our factory at Sion, 
Bombay, which is operating profitably. 
In total, I am glad to say that sales by our 
overseas Subsidiary Companies have set a 


We would like to thank the staff of these 
Companies and our Agents in all parts of 
the world for their efforts in what has been 
a most difficult year for overseas trading 


WYIOLESALE DIVISION 


Our Home Wholesale sales were lower 
than last year. Much of the decrease was 
caused by the heavy stocking-up by the 
pharmaceutical trade at the time of the 
previous year’s Asian “flu epidemic, This 
had had the effect of reducing our contract 






new record. and bulk chemical business during the 
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ANOTHER RECORD YEAR 
CONTINUED PROGRESS IN CURRENT YEAR 
MR FRED T. JACKSON’S STATEMENT 


position of showing an increased profit. 

In South Africa, very steady progress has 
been “made in Johannesburg and Cape 
Town. Certain moneys we advanced at the 
commencement of our operation there are 
now in the process of being repaid, being 
surplus to requirements as both Companies 
are financially self-supporting. We anti- 
cipate that, in the relatively near future, 
South Africa will be making a contribution 
to our profits here by way of dividends. 

So far as Australia in concerned, as you 
know the Company there is not our Sub- 
sidiary, but we have an investment which 
represents 50 per cent of the capital. Satis- 
a profits ‘are being carned and the 

Company is able to pay dividends, which 
make a contribution to our profits here. 

In regard to Canada, | still have to use 
the phrase used at previous Annual Meet- 
ings: that we: find this market a_ hard 
furrow to plough so far as our business is 
concerned. Our Company in Toronto 
continues to make progress, and we are 
gradually increasing the number of Sub- 
scribers and upholding our very good name 
for service. Briefly, we are quite confident 
that in course of time we shall have a very 
successful business in that country, for we 
always have in mind that it has a tremend- 
ous future for a business such as ours. 

In regard to our Continental Companies, 
as you know we have a Subsidiary in Paris, 
and also in Brussels. Both of -these Com- 

panies work at a profit, but their contribu- 
tion to us, as the parent Company, is not 
one which has any considerable effect on 
our profits. 


The thirtieth annual general mecting of 
Telephone Rentals Limited was held’ on 
June 22nd at the Registered Office, 197 
Knightsbridge, London, S.\W.7, Mr Fred T. 
Jackson, OBF, CompIEE (the Chairman), 
presiding. 

Before our usual proceedings, | would 
like to mention the great loss we have 
suffered through the death of one of our 
directors—Sir Leonard Browett. We oniy 
heard of his death on the day that our 
Report and Accounts went to the printers. 

I would like to pay. a special tribute to 
the late Sir Leonard, for he was my ideal 
of an outside Director. He was never 
prepared to accept what he was told until 
the reasons for any decision had been cx- 
plained to him. 

1 would ask you to stand for one minute 
as a silent tribute to the late Sir Leonard. 

The Secretary (Mr W. J. H. Ainley) 
read the notice convening the meeting and 
the report of the auditors. 

The following is the statement by the 
Chairman which had been circulated with 
the report and accounts for the year ended 
December 31, 1958 : 

First of all, 1 will refer to our last Annual 
General Meeting, when | informed you 
that we should haxe to take new offices so 
that we could get all our departments under 
one roof. This has now been carried out, 
and although this has brought about an im- 
mediate increase in Head Office expenses, 
taking the Organisation as a whole it will 
undoubtedly lead to more efficient adminis- 
tration ,with a resultant decrease in total 
overheads. 

1 will now deal with the progress made 
by your Company during the past year. In 
spite of more difficult trading conditions 
the amount or rental contracted for was a 
record, and as you will have seen from the 
Accounts, our profits on the year’s working 
again show an increase. | am glad to be able 
to inform you that according to our inter- 
nal figures, progress in the current year *s 
also in the right direction, and up to the 

end of April we are again in the happy 


ACCOUNTS 


I will now review the Accounts before 


you. 
PROFIT AND LOSS ACCOUNT 
The Gross Profit of £ 1,047,617 is our 


highest yet, and is £172,247 greater than 
our previous best, in 1957. This-increase in 


55 


current year. However, to balance some ef 
this loss of business | am pleased to. report 
an increasing home demand for our-me- 
dical specialities. 


PROSPFCTS 


Last July I was very cautious in my fore- 
cast af sales and profits and this was 
emphasised and confirmed by the results 
for the first half of our financial year. 

Since then there has been a considerable 
improvement and I see no reason why: this 
should not continue, which causes me to 


view the present year with some optimism. 
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is apportioned as between Rental 


: a eee Profit 
& Revenue and the Profit on Trading and 
gS a one ent 5 Miscellaneous Receipts £140,280; and Div- 
idends and Interest receivable from all 
LIMITED sources, £31,967. 


Despite the greatly increased profit, on 
account of the reduction in the rate of In- 
come Tax announced in the recent Budget, 
Income Tax shows but a small increase of 
£13,405 over the previous year, and the 
Profits Tax actually shows a reduction of 
£4,411, due to the alteration in the basis 
of the levy in the 1958 Budget. On the 
other hand ,the Transfer to Lax Equalisa- 
tion Reserve is increased by £91,000 to 
£167,000. 1 have in previous years ex- 
plained the purpose and composition of 
this Reserve, and it only remains for me to 
tell you that the major part of this year’s 
increase is accounted for by the need to 
adjust the provision included in the Reserve 
for Profits Tax from 3 per cent to 10 per 
cent, which is the current flat rate levy. 
1 feel sure the Chancellor's proposals for 
the reduction in Taxation, both direct and 
indirect, were as warmly welcomed by you, 
as by your Board, and | fervently hope 
that he will continue the good work in 
future Budgets. 

The net Profit before transfers to Re- 
serves and provision for Dividends, at 
£637,609, is up by no less than £ 163,253. 
This year we have increased our Transfer 
to the General Reserve to £250,000, bring- 
ing the total to £1,800,000. We have not 
considered it necessary to add to the Con- 
tingencies Reserve. 

After providing for the transfers to 
Reserves, and the Dividends, on both the 
Preference and Ordjnary Shares amounting 
to £187,494 as compared with £ 162,150 in 
1957, we are left with an unappropriated 
balance of £196,695 to be carried forward 
to the current year. The increase in the 
amount of the proposed Final Dividend is 
due to two things, firstly to the fact that :t 
will be paid on the Capital as increased by 
the Capitalisation Issue in February of this 
year and, secondly, that Income Tax will 
be deducted from the payment at the new 
reduced rate. 


BALANCE SHEET 


Liabilities: Both the Authorised and Is- 
sued Capitals are unaltered as the Capital- 
isation Issue was not made until February, 
1959. The Capital Reserves at £265,025 are 
little different from the previous year, and 
the Revenue Reserves now total £ 1,925,000. 
Ihe Shareholders’ interests consisting of 
Capital, Reserves, and unappropriated 
Profit balance, amount to £4,898,720, as 
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compared with £4,615401 at the énd of 
1957. 


1 have already explained the incfeasé in 
the Reserves for fteure Tax, and the 
amount of Accelerated Rentals carried for- 
ward calls for no comment, except to say 
that the Income Tax theron in suspense 
has now beer éliminated. 


Currént liabilities aré up By £ 104,521. 
This itierease, as yOu Ga séé; is tiidinly 
accotifited for uiider threé headifigs, fiarne- 
ly Sundry Creditors aid Aeéiuals £25,275, 
Income Tax 1958-59 and éafli€t eats 
£49,005; and Proposed Final Dividend 
£25,344. The licrease if the Dividéfid has 
already been explained, the additional In- 
coiié Tax arises out of thé ifieféaséd préfits 
in 1957, arid the fisé in Sundfy Grediters 
is in the notmal cotitsé of tfadifig. 


Assets: Referring now to the Assets side 
of the Balanee Sheet; the net value of the 
Revenue bearing Installations has risen to 
£ 3,764,471, which is equivalent to 1.38 
years’ rerit. 


The net amoutit of Frééhold and Léase- 
hold Properties reflects but little chatig¢e, 
‘but the Office Furnituré and Fittings, Vans 
and Cars is some £8,908 gtéater as 4 restilt 
6f the move to new premises. Thé Tfade 
Investment representing ovir Holding in the 
Australian Company feniditis unchanged. 


The ineréase of £39,079 in Investments 
in Subsidiary Companies represents amounts 
capitalised in out Canadian Subsidiaries 
during 1958. Loans to Subsidiaries are un- 
changed; whilst the amounts dué ofi eur- 
rent accourits have inereaséd by £23,609. 


Stuck and Work if Progress afe tip by 
£20,896, whilst Sufidfy Debtors aiid pre- 
payniérits afe Virtually the satné. 


Our liquid Resources in thé form of Tax 
Reserve Certificates, Deposits with Local 
Authorities, British Tréasuty Bills and 
Cash, beth in Londen and Australia; at 
11,317,509; are £157,584 highér than they 
were dt the end of 1957; This exeess re- 
presents thé surplus eash on the year’s 
trading, bearing if tind that the increase 
ef £104,521 in Current Liabilities should 


be offset against it. 
5 


CONSOLIDATED BALANCE SHEET 
AND PROFIT AND LOSS ACCOUNT 


The Consolidated Aeccéiints, having been 

repared on a similar Basis to that of the 
Barene Company, the fiaterial changes have 
already been dealt with iti thé foregoing 
vetjiark, with the éXcéption 6f thé itéms 
referred to in note 2 6n the Conselidated 
Baiance Sheet, which is self-explahatofy. 


The Net Profit of the Group before 
Taxation is £1,124,060 certtipafed with 
£927,653 for 1957. After providing for 
‘Taxation, transfers te Reserves and Divid- 
ends, the balance of uriappfopriated Profits 
carried forward and attributable to the 
Holding Company’s Sharéholdéfs affiéunts 
to £339,218. 


CONCLUSION 


I wish to coticlide my femarks by pay- 
itig . very sincété cribtite t6 the Mafiage- 
méft ahd Staffs 6f Gif OfPgafisatioh, both 
in this country and overseas. During the 


year under review, there was a econsider- 
able amourit of reorganisation both in the 
offiees and in the field whieh will un- 
doubtedly bring about increased efficiency, 
with a still higher standard of service to 
our Subscfibers: The suééess of this work 
has been and is being in very large measure 
due to the loyal and tiiderstafiding co- 
seperation of our employees; whe have 
edntifiued to show how strongly they 
identify themsélvés with the interests of 
the Gotnpany. 

The report and accounts wete adopted 
atid the dividends ,as recominended, were 
approved. 

The fétifiig direetor; Mr A; A. P.: Ethel- 
ston, was re-elected and the remuneration 
of the auditors, Messrs Chas. W: Rooke, 
Lane & Company, havifig been fixed, the 
proceedings terminated. 


FORSTER’S GLASS 
A PLEASING RESULT 


The fortieth Ainnvtal General Meeting of 
Forster’s Glass Company Limited, will be 
held on July 15th in London. 

The following is an extract from tlic 
circulated Review by the Chairman, 
Colonel Sir Charles Ponsonby, Bart, TD, 
DL; for the year ended Mareh 31, 1959: 

At the annual general meeting last year | 
referred to the appalling summer we were 
experiéficing. and said that this would be 
bourid to have an adverse effect on our 
sales; particularly to the soft drinks and 
brewing industries: Both of these are very 
sensitive to weather cofiditions and we, who 
supply large quantities of bottles to them, 
aré correspondingly affected: In these cir- 
euiiistarices it is pleasing to be able to tell 
you thdt our turnover was only very 
slightly down compared with the previous 
year atid that we have made a modest in- 
crease in profit. 

It is now two years sihee we advanced 
our selling prices; and during this time we 
have had to absorb several wage ineréases 
as well as numerous othér rising costs; 
fortunately, the rate of rise of the inflation- 
afy Spiral lias been greatly reduced. 

During the year ttadihg eonditionhs in 
thig; as in most other indtstties, have: béen 
difficult and ordering has tended to be on 
a day-to-day basis, making it impossible to 
forecast deriarid with even a feasonable 
degree of aceuracy and to match it with 
production: In spité of a tethporarily re- 
ddeed deriiand for some ot the types ot 
bottles we producé, we have had compens- 
ation in other fields; where the merits of 
glass as a clieap and attractive form of 
packaging are being ineredsingly — re- 
cognised. 

The benefits of the re-equipment pro- 
gramme ,on which we ettibarked four years 
ago, are now making themselves felt in the 
fotin Of Higher productivity (and effi- 
ciency) which is helping to absorb the in- 
creased costs. 

Although thére are some sigiis of 4 
general improvement in trade, much un- 
certainly persists. As fat as obtaining our 
sliaté GF businéss is céneéfhed, | feel that 
We €afi 166k to the furuFe with réasofable 
confidence. 
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ADAMS PEAK TEA ESTATES 

The thirty-ninth anniial general meeting 
of Adams Peak Tea Estates Limited was 
held on_June 8th in London, Sit Charles 
Miles, OBE, the chairman, presiding. 

The following is an extract from his 
circulated statement : 

The profit for the year ended December 
31, 1958, after charging Depreciation, is 
£27,302, which — with £34,778 fér 
the previous year. The average pfices reé- 
ceived fot our teas; both in Léndon and 
Colombo, were lower than those ef 1957 
and although the crop produced fése by 
some 53,000 Ib sales preeeeds declined by 
approximately £2,500. Your Board recom- 
mend 2 dividend ef 12% per cent, on the 
increased capital; less Income Tax, leaving 
thé balafeé to be carried forward slightly 
iricfeased at £20,078. 

For the greater drt of the year under 
review the Ceylén Export Duty on tea has 
remaiiiéd at 70 cents, or just over Is. 04d. 
pér lb, but it is udétstood that the present 
duty might be replaced by an ad valorem 
salés tax, up to a maximum of 70 cents per 
lb, and a flat rate of Export Duty of 35 
eétits pet Ib. It refnains to be seen how this 
Coffipatiy Will bé affected. 

With regard to the current year, our crop 
to the end of March is 223,556 lb, a de- 
créase Of 15,549 Ib cofiipared With thé same 
period last year, but it is expected that fhis 
shoftfall will be fade pood as the yéar 
progresses. ‘ 

Thé féportt was adopted. 


PHILIP HILL 
INVESTMENT TRUST 


AN ACTIVE AND SUCCESSFUL YEAR 


The twérity-séventh ordinary general 
niéetifig of Philip Hill livestinent Ttust 
Liniitéd was held 6h June 15th in London, 
Sir Brian Mountain, Bart (the ehaitthan), 
presiding. 

The felléWing is an extract from his 
ciféulared stateinent : | ain pleased to Féport 
that the year uditder review has again been 
an active and stieeéssfuil ofe for the Gréup. 
The Préfit and Loss Actouht 6f the 
liivestifiéiit Trust shows that the gf@ss 
dividéfids ahd interest froffi investments 
have risem from £70722 te £796,307 
Which, together with other itteome, ificlu- 
ding a dividend of £50,000 (gross) fiém 
thé spératifig subsidiaty Philip Hill, Hig- 
gifisoh & Go. Litiited, results in a té6tal 
gross ifiéorhe figure OF £855,612 as eotn- 
pared with last yéat’s figiire of £781:256. 

Philip Hill, Higgirison & Co. Lithited 
and its subsidiary evitipafiies havé Had 
ahother sieeessftil yeat and the ebhsolida- 
téd profits before takatiof améutit to 
£673,645 as compared with £553,803 for 
the previous year. Taxation absorbs 
£356,340 (£300,005) leaviig@ a het profit 
OF £317,305 (£253,798), 

‘These results éiable the Boatd te feeom- 
mend thé payitierit 6f a fitial dividéfid on 
thé Ofditiaty Share Capital of 13% per 
Gert; less iné@vitie tak at 7s. 9d:, Which 
towether with the intetlin dividend 6f 6Y 
per céfit, 1e88 itedithe tak paid last Getober 
would ridke a total distfibutisén fer the 
year of 20 per eetit, 1E& tHevthe tak 
The. report -was adopted. 











THE EVER READY COMPANY 


(GREAT BRITAIN) LIMITED 
(Manufacturers of Dry Batteries) 


RECORD SALES AND PROFITS 
CAPITALISATION OF RESERVES 
STATEMENT BY THE CHAIRMAN MR E. N. ROWBOTHAM 


_The Annual General Meeting of The afd have caused a valuation of the land our Research Laboratories and an addition 

Ever Ready Company (Géeat Britain) and buildings to be made by a firm of pros to the factory of our engineering subsidi- 

Limited was held on July Ist at the head fessional valuers. This valuation showed ary, Cramic Engineering Company Limited, 

office, Hercules Place, Holloway, London, that the present-day value of Freehold Land at Southall. ; 

N.?. ° and Buildings exceeded the Book Value by 

The following is the statement of the £896,261, and we have therefore decided to PENSION BENEFITS 

Chairman, Mr FE. N. Rowbotham, which show this item at the valuation figure and =}, x. J ae Los 

has been circulated with the Report and to transfer this excess to Capital Reserve ee ee one > —e Serge 

Aeéoutits for the ridd fréffi Mateéh 2, Account. Your Directors have also caused benefits = non-contributory basis ene prise 

19$8, t6 Febriiaty 28, 1959: a valuation to be made by the Cotnpany’s have made provition thet, in addition he 
Staff of the plant and machinery. This all members of the staff, all male works 


RECORD SALES AND PROFITS SSamuae Sealiauamar val’ aes eile all fetnale works operatives with over ten 


It is with satisfaction that for the sixth '"t@ decount the years of use and the ex- a or ae in “ ee 
veat ifi sué .j . if sh! ; the age for retirement, a pension based on 
succession | am able to report an pected life of each machine, shows that the oo oF service and remuneratiort 
increase in the Sales and Net Profits of the Value of the plant and machinery of the yO “Pd The Ever Ready 
ompany. The Accounts for the fifty-two Company in the Balance Sheet is adequate 6 7 Ley f -e ep in et - : 
week period ended February 28, 1959, and they therefore propose to make no See Se Se eS 

: oe : as Trustee Company, and curretitly the 
how afe attached, show that the Net change in this item. market value of investments in this non- 
[0009 to fh, 262, 856. ‘This record oth CAPITALISATION OF RESERVES Contributory fund, which commenced in 

y woe ; prerit % . , re , 19§1, exceeds £1 million. | consider the 
has been achieved by feason of substaritial In view of the increase dn the Reserves operation of this fund to date has been very 
a aah in practical all departments of of your Company, due both to the revalua- satisfactory. 
on usifiess, particularly in the export field tion of the Assets and the increase in the During the past year the pension funds 
ie abide Cornpany soe successful amount of the profits, the Board consider of the Company have paid out over 
oun 7 eee ors in tufn- it advisable to bring the Issued Ofdinarv £50,000 in pension and other benefits. In 
oy the Anesaae onan’ eee Ln pe Capital of the Company more into line addition, during the year it was my pleasure 
watk-ef Rantetatee a Net non t6 the with the asset position. My letter to Stock- to present a further 272 gold watehes to 
Staff in the “F od istributors and holders on this subject which accompanies long service members of the organisation, 
“xpor ivision and all this Report sets otit in detail tiie arrange- bringing the total up to 627 of our people 
Etnployees of the Cortipany, both at home itali » ha 
r gut ’ y, Bo ments we propose to make to capitalise a who have now been presetited with a long 
a ot o— . the ory portion of the Company's Reserves. 1 will service watch. Of this nuinber, Stock- 
co-opetation durin a em all fot their pot commerit furthet here save to emphasise holders might be interested to learn that ho 
ff past vear. that Stockholders must not assume that on less than $74 are still working with the 
- — eae Capital being ifncreaséd Company. 
SPECIAL INTERIM DIVIDEND »y the athoufit of the proposed Issue, the 
: total ameurt of dividerid paid 6 > Or- iNT ‘T iG 
_Yout Directors have recommended a dinaty Stock will be saleeny nase ET ACTORY ” 
Final oe of 15 pef cent, making 20 pet Furure dividends mist depend on the ee 
cefit fof the year as for 1938, and if view course Of futtite trading and also on the | In the domestic market our sales have 
of the substaritial inerease if the Net Profit need for further capital investment whieh been buoyant. A recent innovation has béen 
. Mae Compatiy they Have, ih addition, may arise from time to time. the introduction of a new produet— 
eet _ ore meee Senne of | FIGARO” Flectrie Dry Shaver. To date 
ic ax for the peéfio > > oe . i this product has been very well received by 
*of fifty-two weeks éfditig 6h Februaty 27, en ™ —— ne our ‘ctistomets, atid we ate confident thet 
1960. This special Intetiti Dividend will be The Corisolidated Balatice Sheet shows it will rake a useful addition to our exise- 
ap the — fay oh , 1959, with that Compariy’s liquid financial position ing tatige of products. 
é fecomitiénde fial Dividend for the has beeti substafitially strengthened. The Overseas, subject to no maj litical 
c ‘ S@45, | ajor political or 
period urider review, but will tiot be taken surplus of Current Assets over Curfetit econortic upheavals, we view the contifiu- 
ift6 accoufit wher cotisideration is given Liabilities (including Deferted Liability for ance of a large and expanditig export 
to future dividends. This treatttient, of futute taxation) has inereased from business with confidence. Our export prices 
course, arises froifi the chafige it Profits £3,253,162 to £ 3,848,391 and the cash are highly competitive and our manufactur- 
i aay ie = Pi ae eae = the pono 9 of = Oat ate is at = sub+ ing resources are gearéd to the production 
any t r payifig an stantial total of £1,827,816 compared with and sale of dry batteries at the lowest 
od — of 27% per cent on the Or- £ 1,294,136. Taxation this year has amount- possible price commensufate with the 
inaty Steek. ed to £ 1,167,697 as against £992,204 last maintefiance of the highest quality, but 
year due to the increase in the profits. The competition from the cheap labotir couht- 
REVALUATION Of FIXED ASSETS outstanding capital commitments have in- ries of the Orient will have to be watched 
uti creased from £232,000 to £515,000. Among very carefully in many markets. 
‘ nig on year your Directors have the major itertis tifider this heading ate an ‘Trading for the current year has been 
ote = sop to the value of the extension to our Rolling Mills at Edmonton, satisfactory, sales to date being in excess of 
ixed Assets as shown in the Balance Sheet the provision of a further large section to those for the similar period of last year. 


operatives with over two years’ service ahd 
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ROLLS-ROYCE LIMITED 


REVIEW OF 108 





Research and development the key to the future 


The following are extracts from the statement bythe Rt. Hon. Lord - 
Kindersley, C.B.E., M.C., the chairman, which has been circulated 
with the report and accounts for the year ended December 31, 1958. 









GENERAL REVIEW 


DURING 1958 we-achieved an increase in total revenue and we ended the year 
with outstanding orders marginally greater than 


é 


a vear ago. These are 
Satisfactory features in a year of transition with many uncertamties and in 
avbich there was a marked lull in the ordering of new equipment for the major 
airlines. In spite of these satisfactory features, however, our accounts reveal 
lower profits. This is principaily due to a substantial increase in expenditure on 
research and. development. 


Last year I emphasised that the current level of activity resulted from research 
and development originated many years ago. Mucl of it was of course initiated 
to meet defence requirements. Those requirements are diminishing, and all 
companies who seek to remain as major suppliers of aero engines are therefore 
faced with the task of finding from their own resources the money to continue 
programmes of work which will retain for this country much of the export 
business which has already been developed so successfully. In 1958 the aircraft 
industry achieved exports of £36 million. Without this continuing effort on 
development the British aera engine industry must inevitably be relegated to a 
minor vole in world aviation. 


During the last five years we have spent some £8 million on capital equipment 
entirely associated with development.:In the last two years alone we bave 
spent more than {£10 million -- an aniount equal to the total retained profit 
shown in our balance sheet — on the direct development of engines, and the 
bulk of this has been spent on engines which are not yet contributing to profits. 


It is in the best interests of the future stability of our business that the 
substantial sums which we require annually for development should be found 
in the most part from our sales revenue, and this in a time of. diminishing 
government turnover means that our counnercial turnover wiust be increased. 
We have to obtain this increased turnover in connnercial competition with 
manufacturers in other countries who continue to enjoy, either direetly or 
indirectly, support from their governments. 


Our industry has achieved considerable success in the past under conditions 
less favourable than in America; we can do so again if our resources are applied 
avith proper regard to the changing circumstances. It is therefore to be hoped 
that the consideration which is now being given by the government to support 
for such long-term future projects as super-sonic transports will not divert 
attention from the first necessity of securing :a base from which these and 
intermediate developments can be successfully exploited. 


There is every reason to expect that the turnover for the year will compare 
favourably with 1958. During the early part of this year however new orders 
for aero engines were still being received at a somewhat lower rate than in 
recent years. Expenditure on research and development aust of course continue, 
and will probably exceed the figure for 1958. In this transition period through 
which the major part of our business is passing it must be counted as a con- 
siderable achievement if profits for the current year can be maintained at the 
1958 level. 


‘* 
AERO ENGINES 


The changes in British defence policy 
outlined in the 1957 White Paper were felt 
increasingly. during the year under review. 
Fortunately in 1958 the increase in work on 
civil engines offset this reduction in 
government work. 

In spite of the generally cautious attitude 
towards new equipment which has charac- 
terised the great majority of airlines during 
the year, the company’s sales and engineer- 
ing teams have been actively engaged 
throughout the world. Rolls-Royce engines 
are now in service with or on order for 
66 airlines and 31 other operators in all 
parts of the world. 

A total of more than 2,700 Dart engines 
have been built and have accumulated over 
8 million running hours. The reliability ot 
this engine has been proved throughout the 
world, ‘and during 1958 a life between 
overhauls of 2,200 hours was achieved. 

I referred last year to the choice of a 
Rolls-Royce by-pass jet engine now iden- 
tified as RB.141 for the Airco DH.121 
aircraft for British European Airways. This 
will be one of a series of engines which 
will embody your company’s unique 
experience of by-pass engines and of civil 
gas turbine operation, and is intended to be 
the best possible design for sub-sonic 
transport aircraft. 

‘The past year has seen the work on jet 
lift, pioneered by your company, carried a 
notable stage forward with the successful 
flight testing of the Short SCl1 -VTOL 
research aircraft which is powered by our 
RB.108 jet lift engines. 

Our initial confidence in the Tyne is 
now bearing fruit; although only at the 
start of its service life, this engine has 


‘already increased in power from 4,000 h.p. 


to 6,000 h.p.* The Dart has been in service 
for six years, but development continues, 
and the engine has recently been type-tested 
at a rating of 2,660 h.p. which clearly in- 
creases it potential field of use. 


ROCKET MOTORS 


The development of our rocket motor, 
based on designs of -the Rocketdyne Di- 
vision of North American Aviation Inc. is 
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continuing. Recent government statements 
on defenee emphasise that the Blue Streak 
missile into which this engine is to be fitted 
will be one of the major deterrent measures 
safeguarding this country. 


MOTOR CARS 


| reported last year that the sales of 
motor cars at home during the early part 
of 1958 had been adversely affected by the 
credit squeeze and the general economic 
difficulties in which the country found 
itself. As these circumstances were allev- 
iated during the course of the year the 
position improved ,a situation, which has 
been maintained up to the time of writing 
this statement. : : 

Our export sales of cars were a record 
for the company, and the improvement was 
almost entirely due to the continually 
growing demand from the United States of 
Amerfica. 





ENGINES AND TRANSMISSIONS 


The Oil Engine Division has felt the 
effect of recession in the demand for the 
many kinds of capital equipment in which 
our engines are installed. Since the turn 
of the year, however, prospects have im- 
proved and there are indications that 1959 


The High Altitude Test Plant at Derby which was officially opened by the Prime 


Minister, The Rt. Hon. Harold Macmillan, in September, 1958. The plant cost over 
£6,000,000 and is for testing aero engines at the sinfulated conditions of altitudes 
up to more than 70,000 ft. 


t 


will be @ better year in this and the other 
fields in which the Division is engaged. 

The Motor Car Division continues to 
develop and produce petrol engines which 
cover a wide field of civil and military ap- 
plications, aid which are being supplied in 
quantity to the British and Federal German 
governments, 

The manufacture and sale of industrial 
hydraulic - torque converters and certain 
types of gear transmissions continued to 
grow throughout the year. 


RAIL TRACTION ACTIVITIES 


This new market for Rolls-Royce pro- 
ducts is being energetically developed and 
the order book is encouraging. Diesel 
engines, transmissions and control systems 
can now be offered either as separate items 
or complete systems for use in shunting 
locomotives and railcars, Deliveries have 
been made to British Railways and to 
overseas customers, and many jnteresting 
enquiries are being dealt with. — 


NUCLAIR ENGINEERING 


The work which we have been pursuing 
in this important field was marked by an 
event of great significance when arrange- 
ments were finally made on behalf of the 
Admiralty to purchase from the Westing- 
house Electric Corporation in America a 
complete set of machinery for the first 
British nuclear submarine, H.M.S. Dread- 
nought. 

A subsidiary company in which Vickers 
Limited and Foster Wheeler Limited are 
our partners has been formed, under the 
name ’Rolls-Royce and Associates Limited’ 
and this company will carry on the work 
of designing,: developing and procuring 
nuclear compartments for naval vessels. 

In addition to these activities, work has 
continued on the study of other possible 
applications of nuclear power. 


OVERSEAS ACTIVITIES 


The extensions to the equipment of 
Rolls-Royce of Canada Limited were 
brought into use in 1958. 

During the year the Canadian company 
signed an agreement with the International 
Harvester Company of Canada under 
which the latter company agreed to use 
Rolls-Royce diesel engines exclusively for 
their Canadian-built heavy duty highway 
trucks, 

Rolls-Royee of Australia’ Pry. Limited 
has continued to carry out the overhaul of 
all Dart engines operated by civil airlines 
in Australia. The airlines have now expres- 
sed a wish to undertake the overhaul work 
themselves as in normal practice, and pre- 
liminary talks have taken place to discuss 
the transfer of the work, The company 
will continue to operate, specialising in 
sales promotion and after sales service for 
all Rolls-Royce products. 

During 1958 work was commenced at 
Sao Paulo on the building of premises for 
the overhaul of Dart, Avon, and Conway 
engines and for the servicing of diesel 
engines. 

To all concerned whose efforts indivi- 
dually and collectively have contributed 
to the year’s results | would like to express 
my thanks, 

* Tynes power the Vickers Vanguards on 
order for British Furopean Airways and 
Trans-Canada Air Lines and will power the 
Canadair CL 44's for the Royal Canadian 
Air Force. The Flying Tiger Line and 
Seaboard and Western Airlines and have 
also been specified for the Fairey Rotodyne 
and for the Short Britannic 3’s for the 
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CONDENSED STATEMENT OF 


ACCOUNTS FOR 1958 
L 
NET ASSETS 
MS cov cisudetaaateuienknlts. 2,103.93] 
MUN veiisstdbiclreicnsnccds 16,117,747 
| TUNE” “Siiivacbbcacioakud doce: 20,592,881 
38,814,559 
LESS CURRENT LIABILITIFS 14,408,947 


Net current assets ....... 


( wee 24,405,612 
Interests in other companies 


2,122,390 


Property and plant ............ 16,205,443 
£42,733 4458 
FINANCED FROM : 
£ 

Share capital ............... 9,910,892 

Capital Reserves including 
Share Premiums ............ 12,106,290 
; Retained Profits ............... 10,394,659 
Debenture Stock ....... aici 3,892,602 
Deferred liabilities ............ 6,429,002 


£42,733, 445 


| INCOME, PROFIT AND DIVIDEND 


Income 


ha le ita 96,207,918 
Profit before tax ............... 4,606,980 
oo Se 2,086,980 
Net dividend (20 per cent.) 1,194,982 


ee 





- DERBY - ENGLAND 
DIESEL AND PETROL ENGINES 


NUCLEAR PROPULSION 
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AMALGAMATED DENTAL 
COMPANY LIMITED 


FURTHER SATISFACTORY TRADING 


The fifty-fourth annual general meeting 
of the Amalgamated Siarel Co., Ltd., was 
held on June 19th in London, Mr Aiken 
Watson, Q.C., the chairman, presiding. 

The following is an extract from the 
chairman’s statement circulated with the 
report and accounts for the year to 
December 31, 1958: 

I am happy to report another year of suc- 
cessful trading. It may be a convenient time 
at which to review the background against 
which your Company operates. The dental 
industry in terms of value production is 
relatively small albeit of great importance 
to general health. Nevertheless, excluding 
North America, there are in Europe inclu- 
ding the United Kingdom, approximately 
200 manufacturers engaged in the manu- 
facture of dental products. Of these the 
largest number is in Germany. For the 
most part these manufacturers produce a 
limited range of goods. On the other hand, 
your Company, through its Subsidiaries and 
Associated Companies at home and abroad, 
engages in the manufacture and marketin 
of virtually the whole range of dental 
products. 

But the only outlet for this widespread 
activity is the Dental Profession save in so 
far as certain technical work in relation to 
artificial dentures is permitted to be under- 
taken by dental technicians. It follows that 
any substantial expansion of the industry at 
any given time is conditioned primarily by 
the number of practising dentists available 
in any given area of sales. 

Very few countries in Europe at the 
present time have the requisite number of 
practising dentists to give what. is deemed 
adequate service to meet the dental needs 
of their populations. This in most countries 
is being slowly remedied. But. dentists 
cannot be trained overnight. In the United 
Kingdom it has been estimated that if every 
scheme for dental training now in con- 
templation began forthwith and was com- 
pleted on schedule even after ten years the 
country would still be undermanned for its 
dental needs. 

From this it is apparent that, leaving aside 
the underdeveloped countries, where the 
vital awareness of dental health has barely 
reached the level of public consciousness, 
the growth of the industry is more likely 
to be steady than spectacular. 


IMPORTANCE OF QUALITY 


Apart, therefore, from new markets in 
underdeveloped countries the continued 
growth of your Company increasingly 
depends on the maintenance of its market- 
ing organisation and its determination and 
ability to produce new and improved pro- 
ducts of the highest quality at competitive 
prices. 

Marketing at home and abroad is an im- 
portant part of our enterprise. In Canada, 
where the potential is great, a long period 
of Exchange Control has hampered our 
efforts. With the easing of these controls 
we have now acquired a retail outlet in 
Canada as the spearhead of extended actig- 
ity in that territory. 

current trading to date, in the 
absence of any major set-back, appears to 


assure to us another satisfactory year. 

Once again, it is my privilege in your 
name to offer to our management and staff 
at home and abroad our warm thanks for 
their unsparing efforts to contribute to our 
continued success. 

The report Gnd accounts were unani- 
mously adopted and resolutions to increase 
the share capital, issue bonus shares and 
pay the special capital and the ordin 
dividends, as recommended, were approved. 


THE CENTRAL MINING 
INVESTMENT 
CORPORATION 


(SIR ARCHIBALD FORBES’ 
STATEMENT) 


The Annual General Meeting of The 
Central Mining & Investment Corporation 
Limited will be held on July 20 in London. 

The following are extracts from the cir- 
culated statement of the Chairman, Sir 
Archibald Forbes, G.B.E. : 

The profit for the year was £2,131,000 
out of which the provision for taxation 
absorbs £850,000 leaving £1,281,000 for 
disposal. It is proposed that the final divi- 
dend on the Ordinary Shares should be 
3/3d. per share which with the interim 
dividend of 1/6d. would make the total 
payment for the year 4/9d. per share as 
compared with 4/-d. for 1957-8. If this is 
approved the total distribution (after de- 
duction of Income Tax) in Preference and 
Ordinary dividends will amount to 
£605,000 leaving £676,000 retained in the 
business out of the net earnings of the 
year. 

The investment portfolio at 31st March, 
1959 (excluding Gilt-Edged holdings and 
loans) had an approximate valuation, sub- 
ject to the qualifications stated in the 
Accounts, of over £22m. This in geo- 
graphical terms is broadly distributed as 
to 74%, in South Africa and Rhodesia, 6% 
in Canada and the U.S.A. and 20% in the 
United Kingdom and elsewhere. Apart 
from undertaking our share in the finan- 
cing of the companies and ventures em- 
braced in the Central Mining/Rand Mines 
Group we are continually examining 
propositions for investment in other direc- 
tions in various parts of the world inclu- 
ding the United Kingdom. 


SOUTH AFRICAN 
GOLD MINING INDUSTRY 


The vigour and enterprise of the South 
African gold mining industry are amply 
illustrated by the fact that during the last 
seven years, no less than eighteen new 
mines have started producing gold in the 
‘Transvaal and Orange Free State and these 
are now responsible for some 47% of the 
Union’s total output. From the beginning 
of 1952 to the end of 1958, these new 
companies produced gold worth £344 
million against a capital outlay of approxi- 
mately £270 million. During the same 
period dividends totalling £58 million were 
paid and South African tax and lease 
charges, which were greatly eased by the 
amortisation provisions of Union law 
governing taxation of mines, amounted to 
£12 million. Taxation will increase sub- 
stantially each year from now on, as the 
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‘tax holiday’ enjoyed by each mining 
company draws to an end, but profits 
should also increase as the mines reach 
their planned optimum scale of operations 
in both tonnage and grade. 

The average cost per ounce of gold 
produced by these eighteen-mines during 
1958 emerged at the remarkably low figure 
of 134/6d. Modern mining methods and 
layout, the large scale of operations and 
the high grade of ore milled have contri- 
buted to this achievement, Costs at the 
Central Mining / Rand Mines Group mines 
range from 108/-d. an ounce at Blyvoor- 
uitzicht to 247/3d. at Modderfontein East. 

As to the prospects for the current year 
I am hopeful that the revenue from divi- 
dends and interest will be at least main- 
tained. It is, however, more difficult to 
predict the outcome of share dealing 
operations and we cannot count upon a 
continuance of the. favourable conditions 
of 1958/59. This is particularly pertinent 
in relation to one of our functions in the 
Central Mining/Rand Mines Group — to 
help to keep a reasonably free market in 
the shares of Group companies. 


ST. JOHN D’EL REY MINING 


Mr LEO MODEL’S REVIEW 


The One Hundred and Twenty-eighth 
Annual General Meeting of St. John del 
Rey Mining Company, Limited, was held 
on June 24th in London. 

The fololwing is an extract from the 
review by Mr Leo Model, which had been 
circulated with the report and accounts for 
the year ended December 31, 1958: 

In the last twelve months work has been 
carried out on the programme which I out- 
lined at that time. The gold mines from 
which the main source of revenue of the 
Company comes have been kept going only 
by reason of assistance from the Brazilian 
Government to the gold mining industry. 
This assistance is to continue until the end 
of the year but, should it not be renewed, 
the problems of the gold mines are such 
that their survival will be extremely doubt- 
ful. 

Certain of the iron ore deposits have been 
thoroughly explored with encouraging 
results as far as development of tonnage is 
concerned. However, iron ore is in plenti- 
ful supply in the world today. To be com- 
petitive, Brazilian iron ore must move from 
the mines to the consuming centres of the 
free world in competition with other 
sources of high grade ore geographically 
closer to the consumers. In addition, the 
steel industries of the free world are just 
emerging from a severe recession and sup- 
plies of iron ore are plentiful. With the co- 
operation of the Brazilian authorities, how- 
ever, it is hoped that the many problems 
facing the development of the Company’s 
iron ore properties may be surmounted. 

Additional financing will be required this 
year to cover the continued losses from the 
gold mining operation and the costs of 
completing the studies under way for the 
development of the iron ore properties. The 
present estimate is that a minimum of 
£500,000 additional financing will be re- 
quired for this expenditure for the — 
1959. As soon as requirements are fully 
assessed ,stockholders will be informed. 

The report and accounts were adopted. 
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ACCOUNTS: Our gross trading 
profits for the year under review in- 
creased from £ 1,757,581 to £1,819,783. 
Our net trading profits rose from 
£722,574 to £874,654. Part of this in- 
crease is due to changes in taxation. 
Subject to your approval, we propose 
to pay a final dividend of 15%, which, 
with the interim of 5%, will make a 
total of 20% for the year, an increase 
of 24% over last year. 

The rate of receipt of orders declined 


‘cowards the end of the financial year, 


and is still well below our target for 
the current year. The maturity of very 
large contracts varies from year to year, 
so that it does not follow that the 
results of our increased work-in-pro- 

ress will be immediately apparent. The 
interval of time before any orders for 
new capital equipment are apparent on 
the shop floor is longer than many 
people envisage. 


CAPITAL EXPENDITURE : As you 
may have observed lately, our capital 
expenditure has been much heavier than 
formerly. Continued capital expenditure 
is improving our efficiency. In addition 
to our being able to lift and machine 
to fine limits pieces of 100 tons, at The 
Head Wrightson Machine Co. Ltd., in 
Middlesbrough, we can now also lift 
100 tons in our new shop at Head 
Wrightson Teesdale Ltd., in Thornaby. 
We can also bend, press, automatically 
weld, stress relieve, heat-treat and X- 
ray the thickest plates obtainable, for 
the components manufactured by that 
Company. 


NUCLEAR ACTIVITIES: During 
the year the Prime Minister of Austra- 
lia inaugurated the heavy water moder- 
ated reactor at Lucas Heights, near 
Sydney, engineered by Head Wrightson 
Processes Ltd. The D.R. 3. reactor for 
the Danish Atomic Energy Authority 
proceeds well, and it is expected to be- 
come critical later this year. After a 
slow start progress is now being made 
on the Dido reactor at Julich, Western 
Germany. Further export enquiries for 
similar reactors are being actively pur- 
sued. For the Bradwell Nuclear Power 
Station our heat exchangers are being 
delivered by sea to programme. Later 
in the year we shall start the laying of 


the graphite core. In Italy work is pro- 


ceeding on the Latina power station 
which The Nuclear Power Plant Co. 
Ltd. are building in conjunction with 
Agip Nucleare. We have had a number 
of our staff out in Italy during the past 
3ix months. 

There are now too many Groups 
chasing too little work. This is not in 
the national interest, at a time when 
there is a shortage of scientists and 
technicians. . 
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HEAD, WRIGHTSON & Co. LTD. 


TRADING PROFIT CONTINUES TO GROW 
MR RICHARD MILES REVIEWS ACTIVITIES 


RESEARCH AND DEVELOPMENT : 

Our Research and Development De- 
partment has played an important part 
in providing new, economic, and pro- 
gressive ideas in nuclear power, and ‘s 
extending its activities to keep us in the 
forefront scientifically in our traditional 
lines. 

Our outgoings on research are sub- 
stantial, but I am convinced we shail 
reap an adequate reward in due course. 
Our published exposition on new 
methods of steel making has met with 
a remarkably favourable reception. 


SOME OF OUR WORK : This year 
we are sending you some pictures in a 
separate booklet accompanying our An- 
nual Report. You will observe, in read- 
ing the booklet, the important part we 
play in equipment for the iron and steel 
industry. We supply complete plants for 
the preparation of coal, the production 
of sinter, smelting of iron, gas cleaning, 
and — a new development — steel 
making by the oxygen process, besides 
components such as specialised rolling 
stock, ladles and ingot moulds. At the 
finishing end our electrolytic tinning 
and galvanising lines are producing in- 
creasing tonnages throughout the world. 
The oil and chemical industries are also 
an important market ,and it will be ob- 
served how we cater for the varied 
requirements of refineries and chemical 
plants. Most of this work is based on 
heat transfer, and it was our experience 
in this line which led us naturally into 
our nuclear activities. The supply of 
mining plant, both for coal mines and 
metalliferous mines has long been one 
of our specialities, and although this 
equipment is now made by our Susidi- 
aries in South Africa and Australia, for 
the local market, we are constantly im- 
proving the design and performance of 
our equipment. In dock and harbour 
work we maintain our pre-eminence by 
our ability to build dock gates at Head 
Wrightson Teesdale Ltd. at Thornaby, 
test and then launch into the Tees and 
tow to site. Finally it will be realised 
that a very large proportion of our 
turnover is made up by supplying iron 
and steel alloy castings and forgings not 
only to our own engineering works, 
but to our friends and customers in 
many industries. 

In passing I should like to record an 
opinion that the effect of the Restrictive 
‘Trade Practises Act will be harmful in 
some directions ,if carried too far. 


OVERSEAS : Our Export Company 
has actively pursued business in many 
countries overseas. Some 30% of our 
total production is exported directly, 
and considerably more indirectly. 


Extracts from the Statement by the Chairman, Mr Richard Miles, accompany- 
ing the Report and Accounts for the year ended 31st January, 1959, to be 
, presented to the sixty-ninth Annual General Meeting on 9th July, 1959. 


WORKS VISITS, TRAINING AND 
INTERCHANGE OF TECHNIQUE : 

The Prime Minister honoured us with 
some of his time in January. Subsequent- 
ly a number of Opposition Members of 
Parliament spent a day with us. 

We encourage visits of boys to our 
works, and are able to make a selection 
for our annual intake of ‘some 70-100 
apprentices from an application list of 
three to five times the number. Many 
of our technicians and others have been 
to. mdst of the industrial countries 
abroad, and in return many of our 
friends from abroad have visited us. 

I might perhaps use this occasion to 
express my thanks to our friends in the 
British Iron and Steel Federation, for 
enabling our overseas customers to train 
their young technicians in operating the 
plant we supply. 


DIRECTORS AND PERSONNEL : 

Sir Richard Graham, Bt., and Sir 
William Scott, have accepted our in- 
vitation to be directors of Head 
Wrightson Teesdale Ltd. ,and The Re. 
Hon. The Earl of Halsbury, forierly 
Managing Director of the National Re- 
search Development Corporation, to be 
a director of Head Wrightson Processes 
Ltd. 

Our staff and workmen have worked 
well during the year. Without their 
loyal and able co-operation, our cont- 
inuing progress would not have been 
achieved. Our thanks are due to them. 
As a practical expression of our ap- 
preciation of their efforts, we have, 
during the year, committed ourselves to 
a substantial improvement in pension 
arrangements. To enable us to meet our 
obligations, largely in respect of pen- 
sions for past service, we have made an 
allocation of £80,000 in the Accounts. 

It is appropriate at this point to refer 
to the untimely death of Sir Claude 
Gibb, K.B.E., D.Sc., F.R.S., the Chair- 
man of our associate The Nuclear 
Power Plant Co. Ltd., and to express 
our sympathy with his family, and with 
his colleagues at C. A. Parsons & Co. 
Ltd., and A. Reyrolle & Co. Ltd., and 
the other companies he so ably directed. 


FINALLY: We have {24m. in 
work-in-progress, but although we are 
busy with many large enquiries, as | 
have already stated orders are still not 
being received at the required rate. It 
cannot be expected, therefore, that the 
exceptional progress we have made for 
many years past will be necessarily 
maintained in the short term. However, 
our position is strong and healthy, and 
we are exerting the maximum possible 
effort to secure orders arising fromm the 
general upward trend, which is now 
becoming discernible. 








_ 
~~? 


F. FRANCIS & SONS 
(HOLDINGS) 


The 58th annual general meeting of F. 
Francis & Sons (Holdings) Limited was 
held on June 16th in London, Mr Frank 
Fox (chairman and managing director) 
presiding. - 

The following is an extract from his cir- 
culated review : 

Profits of the Group before taxation are 
£292,796, and this includes the profits of 
Sagar-Richards Limited for the nine 
months ended December 31, 1958. ‘Taxation 
requires £131,796 and it is necessary to 
capitalise the proportion of Sagar-Richards’ 
profits earned’ before it was acquired by 
the Group; £18,951 (after taxation). The 
sum of £25,000 has been transferred to 
general reserve. and the Board recommends 
a> final dividend of 16 per cent on the 
Ordinary Share Capital mak.ng 20 per cent 
for the year. 

After reviewing the activities of the 
Group’s various interests, .the Chairman 
contiued : Our efforts at reorganisation are 
beginning ‘to bear fruit, as is brought out 
by the results of trading during the first 
four months of the present year. Up to the 








end of April sales of the whole Group 
have increased by 39 per cent. This is quite 
a substantial increase, and whether we can 
keep it going remains to be seen. All our 
endeavours will be directed towards this 
end. 

Subject to there being no major disturb- 
ance. over which we have no control, our 
long-term prospects are good; but the 


WALTHAMSTOW BUILDING 
SOCIETY 


The 82nd annual general meeting of the 
Walthamstow Building Society was held on 
June 23rd in London. 

Mr. Reginald W. Beken, F.R.LC.S. (the 
chairman) presided and, in the course of 
his speech, said : 

We have had a most favourable year not- 
withstanding the fact that it was almost as 
a whole dominated by fairly high money 
rates. Our watchword last year was ”con- 
solrdation” and in spite of the easing of 
credit restrictions this must continue to be 
our theme if the reserve ratio is to improve 
year by year. 





we SUMITOMO BANK, wo. 


(INCORPORATED IN JAPAN) 
Condensed Statement of Condition as of March 31st, 1959 
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reorganisation is not yet complete, and the 
current year will be bearing expenses con- 
sequent upon thig 

Once again it is my pleasure and privi- 
lege to record our appreciation of the 
efforts of the management, the staff, and 
the work-people who have helped us so 
much durin gthe past year. 

The report was adopted. 


During the year under review £542,974 
has been advanced on mortgage, an increase 
of £173,186 over the previous year. The 
mortgage assets now exceed £3 million. 

The sum of £567,310 was subscribed 
during the year tinder review, an increase 
of over £100,000 over the previous year, 
whereas withdrawals and interest amcunted 
to £404,656, slightly less than last year. On 
the day following the end of the financial 
year the amount due to shareholders rose 
above the £3 million mark for the first 
time. ; 

The reserves ,including carry forward, 
now total £119,873. The ratio of reserves 
to total assets has again been increased and 
now amounts to 3.2 per cent,, a most satis- 
factory result of the year’s working. 

Total assets now amount to £3,653,462 
an increase during the year of £282,628 
representing a growth of over 8 per cent. 

Under the House Purchase and Housing 
Act 1959 certain societies are to be granted 
full Trustee Status for their deposits prov- 
ided they satisfy the Registrar that they 
comply with the important conditions laid 
down. 

Your Board welcomes the’ proposals 
contained in this Act and I am particularly 
proud to announce that the Walthamstow 
was one of the first societies to be thus 
designated by the Registrar. 

The rapport was adopted. 

FOY MORGAN 
A SATISFACTORY YEAR’S TRADING 


The twenty-fourth annual general meet- 
ing of Foy, Morgan & Company Limited 
was held on June Lith at the Offices of the 
Company, 16 LEastcheap, London, E.C.3, 
Mr Peter Morgan (the chairman) presiding. 

The following is the statement by the 
chairman which had been circulated with 
the report and accounts : 

The accounts for the year ended Decem- 
ber 31, 1958, which are now submitted, 
show that although there was an appre- 
ciable drop in your Company’s gross earn- 
ings as compared with the previous year, 
the result of the year’s trading had been 
satisfactory. We are able to recommend 
the maintenance of the rate of distribution 
of profit, and still to make a forther ad- 
dition to the carry forward. 

Trading conditions in 1958 were difficult. 
There was a fall in timber prices, interest 
rates were high, at least in the earlier stages, 
and consumption was curtailed. Whilst 
appreciating the pitfalls lying in wait for 
the forecaster, it appears to me that the 
present circumstances justify a hopeful out- 
look for our trade in 1959. 

I would end my statement by once again 
expressing, on behalf of my colleagues on 
the Board and of myself, our grateful 
thanks to all those members*of our Staff 
who have, by their loyal support, contri- 
buted so wholeheartedly to your Com- 
pany’s success. 

The report and accounts were adopted, 
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Scenes like this occur throughout the Eastern Hemisphere, where Caltex is serving 
the peoples of many lands. Caltex serves not only by marketing high grade fuels and 
lubricants to motorists through its tens of thousands of service stations... but also in 
many other ways. 

Caltex activities include finding crude oil, refining it into gasoline, kerosene, diesel 
oil, fuel oil, lubricating oils and asphalt-stocks, and transporting this variety of petro- 
teum products in over 70 countries, to where they may be used in local industry, in farm- 
ing, in Cunstruction, and in.all forms of transportation. 


In thesé and in other ways Caltex serves not only the public but the economy of 
many lands. 


ein Great Britain, look for the familiar signt 


PETROLEUM PRODUCTS 


SERVING EUROPE «+ ASIA * AFRICA * AUSTRALASIA + NEW ZEALAND 





